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** Approve mnutes fromlast hearing
*** Agenda attached

BENNY WAMPLER:  |'Il call the neeting to order.
Good Morning, my name is Benny Wampler. I’m Deputy Director
for the Departnent of Mnes, Mnerals and Energy and Chairnman
of the Gas and 0il Board. I’11 ask the members to introduce
t hensel ves, starting with M. Brent.

MASON BRENT: Good Morning, my nane is Mason Brent.

I’'m from Richmond and I represent the Gas and 0il Industry.

BILL HARRIS: I’m Bill Harris, a public member from
W se County.

SHARON PI GEON: I’m Sharon Pigeon with the Office
of the Attorney General.

DONALD RATLI FF: I'm Donnie Ratliff from Wise

County representing the Coal I|ndustry.

JIMMINIRYE: I'm Jim McIntyre, Wise, Virginia, a

public nmenber.

BOB WLSON: I’'m Bob Wilson. I’'m the Director of

the Division of Gas and G| and principal executive to the
Staff of the Board.

BENNY WAMPLER: The first item on today’s agenda is

a petition from CNX Gas Conpany, LLC for disbursenent of
funds from escrow and aut horization for direct paynent of

royalties on Tracts 3, 5, 7 and 8, Unit T-16. This is docket
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nunber VGOB- 94- 1024-0476-01. We’d ask the parties that wish

to address the Board in this natter to cone forward at this

tine.

Duty.

soak in.

there are

W t ness.

MARK SWARTZ: Mark Swartz and Anita Tester...Anita

BENNY WAMPLER: | was giving you tine to let that

MARK SWARTZ: Al right.

BENNY WAMPLER: 1It’s early. The record will show

no others. You nmay proceed.

MARK SWARTZ: You probably need to swear the

(Wtness is duly sworn.)

ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as

foll ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nanme for the record.
A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.
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Q Did you do the accounting work with regard

to Unit T-16 and the petition for payout of escrow?

A Yes.
Q Tell the Board what you did.
A | was able to balance the account. | put on

t he spreadsheet show ng the percentages that needed to paid
to each owner and the ones on the di sbursenent order are
highlighted in yellow. For Tract 2, we should pay Francis

Johnson 0. 0444% Joan Brantner is 0.0444% El nmer Reedy

0.1999%
Q He called T-16
A Oh, I'm sorry.
Q Okay. Let’s start over.
A Al right.
Q What did you do with regard to T-167
A T-16, the accounts were bal anced and, okay,

for Tract 3, we need to disburse Buchanan Producti on Conpany
3.1375% and the sane for Harrison-Watt, LLC. For Tract 5,
0.3098% to Francis Johnson, 0.3098%to Joan Brantner, 1.3939%

to El mer Reedy, 1.3939% to Dorothy Sodoiski, | think.
Q Sodoi ski, right.
A And Buchanan Production Conpany 0.3098, and

the same woul d be paid to Harrison-Watt, the total percent
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of all of those together.

Q Okay. And then we’ve got another tract,
right?

A For Tract 7, 0.0047%to Buchanan Production
Conmpany, and Harrison-Watt, LLC would be paid the sane.
Tract 8, Francis Johnson and Joan Brantner would be paid
0. 0002% El mer Reedy and Dor ot hy Sodoi ski woul d be paid
0. 0008% and Buchanan Production 0.0002% and the sane to be
paid to Harrison-Watt, LLC

Q And in addition to paying these...these
percentages apply to the sum on deposit in escrow, you’re
al so requesting that the Board authorize the operator to pay
these people directly in the future consistent with their
split agreenents, correct?

A Yes.

Q That’s all I have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: G ve ne just a second here, please, if

you don’t mind to look at this one.

MARK SWARTZ: While he’s looking.
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Q Anita, would you...would you tell the Board
about the fact that there are two accounts for this unit and
what you did in that respect?

A For sone reason there was one deposit in one
account and then, you know, the renainder of all of the
deposits have gone into another. So, to nmake it easier, the
two accounts need to be conbi ned together.

Q Why don’t you give them the numbers?

A The VGOB nunbers are 92-1215-0304 and VGOB-
94- 1024- 0476.

Q And when you conbi ne the bal ances in these

accounts, that results in it bal ancing?

A Yes.
Q And, obviously, if you don’t, it doesn’t?
A Ri ght .

SHARON PI GEON:  Coul d you repeat those for ne,

pl ease?

MARK SWARTZ: Yes. 1It’s 94-1024-0476 and 92-1215-

0304.

BENNY WAMPLER: And you’re asking to combine those?

MARK SWARTZ: Right, for purposes of the

cal cul ation

ANI TA DUTY: Before the disbursenent, yeah




MARK SWARTZ: And, frankly, it probably wouldn’t be

a bad idea to just have the escrow agent conbi ne them peri od.

SHARON PI GEON: It accidently went there?

MARK SWARTZ: | woul d inmagi ne, yes.

BENNY WAMPLER: Yeah, that would be better if we’re

going to do it.

ANl TA DUTY: The ‘94 account needs to be

eliminated. That’s not actually where the escrow should be.
It should be under the '92.

BENNY WAMPLER: So combine and eliminate ‘94 and

put under ‘9272

ANI TA DUTY:  Un- huh.

MARK SWARTZ: Correct.

BENNY WAMPLER:  Ckay.

BOB WLSON: | was...|l was conparing the original

suppl enental order for Unit T-16 here, which is an old one

relative to what we’re doing here. But in Tract 3, I don’t
find W H Reedy heirs |isted, nuch | ess any of these nanes
that are here.

DONALD RATLIFF: We’re in 5.

BENNY WAMPLER:  Tract 5.

BOB WLSON: I’'m sorry, Tract...well, the same as

Tract 5. Okay, Tract 5 does have W. H. Reedy, but it doesn’t



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

have any of these individuals. Tract 7, I think, doesn’t
have W H. Reedy heirs.
BENNY WAMPLER: That's 8 here.

BOB WLSON: 7 is one of the tracts that got

di sbursed, right?

BENNY WAMPLER: | understand W H. Reedy heirs was

in 8 as they presented here.

ANI TA DUTY: 5 and 8.

BOB WLSON: Yeah, | see what you're getting at.

Basically, | guess ny (inaudible) here, when we go to do

these orders, we need to have continuity fromthe |ast one to

the next one and | don't find Francis Johnson, Joan Brantner,

El mer Reedy, Dorothy Sodoiski |listed in these old orders.
"' mnot sure I|---.

BENNY WAMPLER:  Suppl enent al orders.

ANI TA DUTY: | think what they are, they're

actually heirs of soneone that was in the original pooling
that was done in '92. So | can...1'll give you that
i nformation.

BOB WLSON: Possibly affidavits |inking the one

docunent to the next. [I'Il leave that up to you folks.

SHARON PI GEON:  How did you get those nanes?

WIIls?

10
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ANl TA DUTY: Either that, or if soneone sent in

death certificate, or affidavit of heirship, or sonething.

This is, like |l said, it's old; it was done in '92.

SHARON PI GEON:  So you have docunents that you

could attach to your affidavit?

ANI TA DUTY: Right. W don't change anything

unl ess we have a WIIl, or affidavit of heirship.

SHARON Pl GEON: Affidavits with the docunents

att ached.

BENNY WAMPLER. So part of any notion here for

approval would be that they provide affidavits with
supporting docunents to tie the supplenental orders
previously to the current request? Anything further?

MARK SWARTZ:  No.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So noved, M. Chairman, with those

sti pul ati ons.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

11
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(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for

di sbursenent of funds from escrow and aut horization for

di rect paynent of royalties on Tract 2, Unit T-15. Docket
Nunber VGOB-92-1215-0306-01. W' d ask the parties that w sh
to address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Anita Duty.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

12
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ANI TA DUTY

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Anita, you need to state your name again.
A Anita Duty.

Q Who do you work for?

A CNX Gas Conpany.

Q Did you do the accounting work with regard

to T-15 and the di sbursenent request?

A. Yes.
Q Tell the Board what you did?
A. | was able to bal ance the account and | want

to do a disbursenent for Tract 2 for Francis Johnson and Joan
Brant ner, paying 0.0444% Thel na Reedy and Dorot hy Sodoi sk
0.1999% and Buchanan Producti on Conpany 0.0444% And for
Tract 3, Buchanan Production Conpany 0.0614; and pay the sane
to Harrison Wiite, LLC

Q And the coal owner in Tract 2 is?

A Harrison Wite, LLC also.

Q So that would be the same on mne, as well?
A Yes.

13
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Q And obvi ously, by paying these percentages
of the total escrow account, it would take care of these
folks and their conflicting clains. Are you requesting al so
that the Board, as we go forward, authorize the operator to
pay these fol ks their one-half shares consistent with their
royalty split agreenents as opposed to escrowing their funds?

A Yes.

MARK SWARTZ: That's all | have.

BENNY WAMPLER. Do they have the sane issue with

the address as well ?

MARK SWARTZ: Yes, sir.

BENNY WAMPLER: We woul d ask for the affidavit and

supporting docunents to tie the previous suppl enental order.
Any questions from nenbers of the Board?

DONALD RATLI FF:  You have a notion for approval,

M . Chai r man.
JIM M| NTYRE: Second.

BENNY WAMPLER:  Second. Mbdtion and second. Any

further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.

(Al nmenbers say yes.

14
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BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany LLC for
further consideration of field rules allow ng for horizontal
drilling units in the Maiden Springs District of Tazewel |
County. Docket Nunmber VGOB-04-0921-1341-01. W'd ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: M. Chairman, | think that the

testinony that's being offered here is a publication issue
which | think we solved that problemsince the | ast hearing.

BENNY WAMPLER.  We' || just ask you to update the

Board on it.

LESLI E K. ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, why don't you tell us what you did and

15
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where we're at?

A Yes. This is for the horizontal drilling
that we're planning over to the east of the existing Cakwood
field. W testified here previously on the geol ogy and what
our plans were on the drilling, and last nonth...the only
thing we | acked | ast nonth was to have a public notice and

one certified mailing, which we have done.

Q Dd you mail to Cabot, | take it?

A Yes, we did.

Q And published in the paper?

A Ve did.

Q Have you filed those proof of mailing and

proof of publication wwth M. WIson?
A That's what Anita is passing out now.
Q Ckay.
MASON BRENT: M. Chairnman.

BENNY WAMPLER: M. Brent.

MASON BRENT: The testinony that was given | ast

month, as | recall, was fairly brief, so it mght be a good
idea to get themto go over it before the Board.

BENNY WAMPLER: We'll ask themto do that.

A You'll notice on the map | passed out there,

there's two red I ong horizontal |ooking | egs set on there,

16
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one on the north side and one on the south side. The north
side is the one we cane in and originally done our first
testi nony on doing the horizontal drilling. Due to the fact
that we...two things, we ran into surface opposition there,
which we're attenpting to get worked out on the northern
well. And now we're starting to see a little bit of success.
We'd like to drill the one in the south, and the geology is
the sane. The one on the south area is an area that we
pretty much own the CBMin fee in that area. And to give you
additional information, | will be com ng back, not...it won't
be next nonth, but it will certainly be in February for

addi tional horizontal wells in the southern area, not just

this one, but I wll be comng back for additional
hori zontals there. The horizontals will be in...generally be
in the Pocahontas No. 3 and 4 seam The legs on themw || be

i n the nei ghborhood of 4,000 feet. The one thing that we're
requesting in a | ocation exception because we do have two
wells that are within 500 feet of one another.

BENNY WAMPLER: |s that...on the nmap then i s what

you published, you have TA-61 and TA-62.
A Yes, sir. That is the two wells that we'l]l
be drilling for the horizontal wells in the south.

BENNY WAMPLER. Ckay. And what are the wells that

17
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you need exceptions fronf

A Well, TA-61 and 62 are within 500 feet of
one another. W want those holes within 300 feet of one
anot her.

BILL HARRIS: One is the access and the other is

t he production?
A Yes, sir, it is.

Bl LL HARRI S: Is that what | remenber in that?

A Yes.
MARK SWARTZ: The hole that is where the |egs

intersect is going to be the production hole, and the hole
behind that is the access---.

BILL HARRI'S: So you can get the angle.

MARK SWARTZ: ---to drill, but you know, it's the

way the definitions are in the Virginia Gas and Q| Act, both
of those are wells.

BILL HARRI'S: One other question, M. Chairmn.

The bl ue squares that you have, | renenber we talked...
wasn't here | ast neeting, but the one before I think when you

first presented this, we talked about extending the field

rules fromthe left. |Is that what that represents?
A Yes, sir, for horizontal drilling. What
|'ve done here is, |'ve projected the Cakwood grid out and

18
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what |'m doing on the south side, the OGakwood grid is down
toward to where the fault lines intersect, conme through there
on the site. Pretty nuch, there's no coal on the south of

us. On the north, | ran then themup to the state |ine.

MASON BRENT: And that's just the grid, not the

Cakwood rul es?
A That's correct. It wll be the grid for the
hori zontal drilling programin that area.

BENNY WAMPLER.  How i s the program working so far?

A To this point, we haven't drilled down here
yet. The operations and this procedure that we're doing in
northern West Virginia, Pennsylvania is working pretty well.

BENNY WAMPLER.  As well as a single well, better?

A Yes.
BENNY WAMPLER: Better?

A Uh- huh.

BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Wien the Board approved the northern

horizontal units, basically they approved that project as an

entity with the idea that these fol ks would cone back and

19
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extend the grid to whatever limt they had wanted to
recoomend. | guess | have a question for the Board as mnuch
as anything else. Are we now going to extend that grid
t hroughout here and will we be able to handle permtting on
an individual basis so long as it falls in these units, or
are they going to have to cone back before the Board for each
and every one of these horizontal units they decide to do?

A Could I ask a question?

BENNY WAMPLER:  You can ask a questi on.

A Also, in that, these wells are going to be
within 3-400 feet of one another, so would Bob have that
aut hority?

BENNY WAMPLER:  Wel |, not unless we give it to him

specifically. That's what he's asking the question for.

BOB WLSON: And | think in the last tine this cane

t hrough, the Board decided that the | ocation exception was
not necessary for these two wells, in other words, from each
ot her because it's included in the field rule that they're
allowed to drill those two wells in order to do this project.

BENNY WAMPLER:  The provisional field rule?

BOB W LSON: Yeabh.

BENNY WAMPLER: And this would be a conti nuous...

this is still under provisional. It's up to the Board. |It's

20
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one of those where we got a provisional field rule out here
extending the field, and you say you've done it the way we
provi sionally extended for these purposes. And restate your
questi on.

BOB WLSON: Ckay. M question is, in the future

will the applicant, any applicant in this area, be able to
submt permts to me for any horizontal project anywhere
within this defined area wthout having to come back before
the Board, and will we as permtting agency have the
authority to grant that |ocation exception for the two wells
that it takes to construct this project w thout again having
i ndi vi dual Board action for each one?

BENNY WAMPLER:  Open di scussion for the Board, what

do you think?

DONALD RATLIFF: | don't see a problemas |ong as

they control both of them They're going to have to contro
both of themto nake it work. [It's just a routine process
that's going to have to take place in the normal production
cycle. | don't see that you need to cone back.

BENNY WAMPLER: Do you have a recomendati on, M.

W1 son?

BOB W LSON: Yes, sir. | would recommend fromthe

standpoint of permtting that the area they have submtted

21
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here be accepted as an area in which they can dril
hori zontal projects using two wells for each project and that
we be able to approve those permts as |long as they fal
W thin whatever restraints you put on those field rules, that
we be able to approve themfor any portion of this area shown
in the blue squares to the right hand side of the Cakwood
grid here.

DONALD RATLIFF: | nove that we adopt that

provi si on.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?

BILL HARRIS: | do have a question, nore

clarification, | guess.

BENNY WAMPLER: Sur e.

BILL HARRIS: Where we have...and | realize a

motion is on the floor, but let nme go ahead and get this---.

BENNY WAMPLER:  Sure, that's fine. [It's open for

di scussi on.

BILL HARRIS: The northern, | want to call them Ys

or Vs, but the northern horizontal sections that you have,
and the southern, | noticed...| guess the other wells are

shown as the black dots, is wlls that are in there. So we

22



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

can take that as areas that have produced, or are producing
now. 1In the center, | realize there's nothing...|l notice
there's nothing there.

A That's correct.

BILL HARRIS: What is that?

A. W have not drilled in the center here and
to...such as the northern area.

BILL HARRI'S:  Uh- huh.

A. The northern well.

Bl LL HARRI S: Now, is that indicative of the

presence or absence of gas reserves there?
A We didn't do all that well with the vertica
drilling and frac. W are presently...in the southern area,

presently building pipeline to connect the existing wells we

have down there. It is not as bad production as in the
north, but it is still simlar. W have tested sone of those
wel | s.

BILL HARRI'S: Do you anticipate sonething in the

center between those two?

A It's according to what we...how well we do
wth these two. | will say that the coal thicknesses...we're
in the better coal thicknesses on the north and the south,

and that's the reason we haven't done anything in the m ddle.

23
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The other thing, the Dry Fork Anticline runs through here.
The Dry Fork Anticline is just north of the southern well.
That's anot her influence, the things that we're doing.

BILL HARRIS: In the future when you...well, it's

hard to say, | guess, to predict. Do you anticipate this
hori zontal drilling will be about the sane length in terns of
the arns, |egs, or whatever you call it is you call those?

A Yes, we hope so. Again, these two wells
down here that you see right now are going to be our test
wells down here, and we do hope to get 4,000 feet. [It's yet
to be seen. W are getting that up north.

BILL HARRI'S: You are get...you say up north, what

do you nean?
A In West Virginia and Pennsyl vani a.

BILL HARRIS: Well, okay. Yeah. Thank you.

That's all.

BENNY WAMPLER: M. WIson.

BOB WLSON: M. Chairman, | know you have a notion

on the floor, is it okay for ne to nake anot her coment here?

BENNY WAMPLER:  Sure. It's open for discussion.

BOB W LSON: |f the Board needs to address those

existing wells relative to either spaci ng exceptions or any

ki nd of consideration for units, there are several units here
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that are penetrated by the horizontal |egs that have existing
wells in themand whether that's of concern or not, | just
want to bring it to the attention of the Board so that if
there are things we need to consider when we approve these
permts that's being handl ed or addressed today.

BENNY WAMPLER:  Bob, let ne...ny conment woul d be

that | would think | ocation exceptions would need to cone
back to the Board as it's interfering, potentially
interfering wwth other wells because you're getting
correlative rights issues there and that's right on target
w th what we do.

MASON BRENT: | think ny overall concern is that

this was originally a provisional ruling---.

BENNY WAMPLER: Ri ght.

MASON BRENT: ---for the purpose of keeping up with

it and keeping an eye on it. To do anything carte bl anc
ri ght now concerns ne.

BENNY WAMPLER: Uh- huh. O course, with this, in

order to conme back with the information, we didn't set a
specific date to cone back as far as how far we woul d
continue it and that may be sonething we want to do is say
six months from now, twelve nonths from now, whatever the

Board is confortable with, is set a specific tine on it.
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Al'low the activity to occur in order to develop the
information and bring it back. And I would ask you, what's a
reasonable tine in your estimation to drill sone wells and
come back with data to prove or disprove your request?
A " m probably | ooking at a m nimumof a year.

At this point right now, we have been planning...we started
out with this northern well about, | think it was in
Septenber, and we haven't got the first site constructed yet.
We don't have the permit yet. So we're still down the road
alittle ways. W need to have sone production data fromte
wells to know what we've got.

Bl LL HARRI S: M. Chairman, could | hear the notion

again? Wat was...our notion was to---? You record that?

BENNY WAMPLER: The notion, as | understood it, was

M. Ratliff nade the notion that nore or |ess incorporated
what M. WI son suggested, and that was to approve the
application to enable the inspector in the future to be able
to approve these without comng to the Board and then we
would say is it okay to anend that notion to say that except
where you woul d encounter any other wells in those units,

whi ch woul d be a | ocation exception. |Is that acceptable to
you?

DONALD RATLI FF: Yes, sir.
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BENNY WAMPLER: |s that acceptable to you for the

second?

JI M McINTYRE:  Yes.

BENNY WAMPLER: So we' ve got that anended. That is

the notion then as anended. Does t hat nmake sense?

BILL HARRI'S:  Yes.

BENNY WAMPLER:  Then the only thing we haven't done

is...two things, you offered this today, this docunent, as an

exhibit identifying the field rules that have been drawn to

extend as the Board provisionally approved, is that correct?
A Yes, sir, we have.

BENNY WAMPLER: What exhibit, is this exhibit one?

MARK SWARTZ: Your pleasure, whatever.

BENNY WAMPLER: Exhi bit one, so it's introduced and

accepted as exhibit one. The other thing is with the notion,
we di scussed and haven't added to the notion whether or not
we want to put atinme frame on it, a twelve nonth extension.
Let's say January 2006, they will cone back before the Board
and present their data. |s that acceptable?

BILL HARRI'S:  Yes.

BENNY WAMPLER: | s that acceptable as the second?

JI M McINTYRE:  Yes.

BENNY WAMPLER: That's a notion and a second.
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MARK SWARTZ: | think we need to be clear that, at

least | think it's your intention, but wwth regard to the
north well and the south well, that they're bei ng approved on
this trip and what you're---.

BENNY WAMPLER: That is correct.

MARK SWARTZ: \What we're saying is consistent with

M. Harris' coment. |If we're in the center here and we
don't have sone well |ocation exception issue, then he's got
authority, but if we're back where we've got sone well

| ocation issues within 500 feet of a | eg, then you want to
see us again. | nean, is that---?

BENNY WAMPLER W want to see you agai n.

MARK SWARTZ: (Ckay.

BENNY WAMPLER: That's what the notion is. It's

not - - -.

MARK SWARTZ: | just want to make sure with regard

to these two we've nade the trip.

BENNY WAMPLER: That's the notion and second, as |

understand it, and it's concurred with. Any further
di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers answer yes.)

BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

A. VWhat was the conme back date?

BENNY WAMPLER:  January 2006. The next itemon the

agenda is a petition from CNX Gas Conpany LLC for repooling

of coal bed nethane unit W35. Docket Nunber VGOB-98-0324-

0627-01. We'd ask the parties that wish to address the Board
inthis matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington. M.

Chairman, while we're getting organized, itens four and five
on your docket, the one you just called and the next one, are

repoolings. They have the sane problem or issue, and

they're both Cakwood Two units. | think it m ght be hel pful
to call the other one. W'II|l sort of do themtogether.
BENNY WAMPLER.  |'l| go ahead and do that. The

other itemis a petition from CNX Gas Conpany LLC for a
repool i ng coal bed nethane unit W34. This is Docket Nunber
VGEOB- 97- 0318-0571-02. W'd ask the parties that wsh to
address the Board in these matters to cone forward at this
time.

MARK SWARTZ: Again, Mark Swartz and Les Arrington.
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ot her s.

BENNY WAMPLER: The record will show there are no

You nmay proceed.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q

> O > O > O >

Q

Les, you're still under oath.

Yes.

WIl you state your nane again?

Leslie K Arrington.

Who do you work for?

CNX Gas Conpany, LLC

What do you do for then?

| ' m manager of environnental permtting.

Did you either yourself prepare the

applications and exhibits with regard to these two units, or

have them prepared under your supervision?

gener al

A

Q
A.

Q

Yes, | did.

Is the applicant...who is the applicant?
CNX Gas Conpany.

And is CNX Gas Conpany, LLC a Virginia

part nership?

A
Q

Yes, it is.

Is it a wholly owned indirect subsidiary of
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Consol Ener gy,
A
Q

Commonweal t h?

A
Q

I nc. ?
Yes, it is.

s CNX authorized to do business in the

Yes, it is.

And there's already a desi gnhated operator

appointed in both of these units, correct?

A
Q
A
Q

Yes.
Who is that?
[t's CNX Gas.

And does CNX have a bl anket bond on file as

requi red by | aw?

A
Q
A
Q

Yes, it does.
And has it registered with the DMVE?
Yes, they have.

What did you do to advise people of the

repooling with regard to these two units and the hearing?

A

Yes, we nailed by certified mail, return

recei pt requested on Novenber the 12th, 2004. It was

published in the Bluefield Daily Tel egraph, the W35, on

Decenber 3rd,
Q

and W 34 on Decenber the 1st of 2004.

And have you filed the proofs of publication

that you got fromthe newspaper and the certificates with
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regard to mailing wwth M. WIlson's office?

A Yes, we have.

Q And there are a nunber of revised exhibits
with regard to both of these units?

A Yes, there is.

Q And those have been passed around today, and
| think the Board shoul d have copies, correct?

A Yes.

Q And the revised exhibits, are those changes
tracked in the spreadsheet that you passed out today?

A Yes, they are.

Q So if you got the spreadsheet, that
captures the revised nunbers?

A Yes, it does.

Q What is the reason...why it is necessary
that we pool these two units?

A W were advised that there was an additiona
property tract out there after doing our title check and
mappi ng. There is an additional tract, which we have...
that's the reason we're here today.

Q And which tract is it that was the
additional tract that was discovered in terns of the tract

ID? Let's start with 35, W35?

32



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

A W35 would be at 1-G
Q So, what's in 1-G was m ssing when this was

originally pool ed?

A Yes.

Q And with regard to W34, which one?

A 4- F.

Q Ckay. And so, obviously, we've got sone new
peopl e who weren't in those tracts that we're pooling,
correct?

A Yes.

Q And obviously, that's going to affect

percent ages, SO you gave notice to everybody?
A We did.
Q Ckay. Wiat success have you had | easing

these two tracts, or people in these two tracts?

A In the tracts thenselves, | don't have that
specific nunber. | do have the titles on the spreadsheet for
the unit.

Q Ckay. But a nunber of the people that are

in these additional tracts, can you tell the Board whether or
not you've actually been able to | ease those fol ks?
Yes, we did. We were rather successful.

Ckay. And to the extent you have not been
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able to, that's the requirenent for the repooling?

A That's correct.

Q Ckay. These are both QGakwood units?
A Yes, it is.

Q And they were pooled as, if |I'mnot

m st aken, as...as Oakwood Two units?

A Yes, sir, they were.

Q And so they're actually...the production is
frommultiple | ongwal |l panel s?

A Yes, on the north of the unit...on the north

side of the unit and on the south side of the unit.

Q And what mine are we tal king about?
A The Buchanan No. 1 m ne.
Q And if the Board | ooks in either of the

applications, they will see an Exhibit B-3, that there is a
percent of unit for each of the people that we would normally
see in a frac well setting, but then there is also a division
of interest in each of the longwall panels that are affecting
the particular unit, correct?

A That's correct, it is.

Q And there's a division of interest, or a
percentage, in regard to each panel ?

A. That's correct.
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Q The...then in addition, the costs here are
not on a per well basis, but rather on a allocated | ongwall
panel basis and there would be an Exhibit G page one, which
isin the revised exhibits sort of toward the end. And for
exanple, with regard to W35, you've allocated costs with

regard to the 13 East, 14 East and 15 East panel s?

A Yes. That's on the south side of the unit.
Q Ckay.
A. And then there should be an Exhibit G for

t he north side.
Q Ri ght, and then the next...the second page
of Exhibit G shows the additional |ongwall panels, correct?
A It does.
Q And have you used the sane cost allocation
figures that you used when these units were originally
pool ed?
A Yes, | did, especially for the south side.
And that enabl es people to be on equal
footing in terns of their election option, correct?
A Yes.
And is that true with regard to both W35
and W 347
A Yes.
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Q The...just staying with...or starting with
W35, if we look at the revised exhibits, in particular
Exhibit B-2, are there sone fol ks that you are seeking to

have di sm ssed at this point?

A Yes, we are.

Q Okay. And those people are listed in
Exhi bit B-2?

A Yes.

Q And why is it that you don't require a

pooling order with regard to then?

A Those interests have been | eased since we
filed the application.

Q Ckay. So al though those people were listed
in the notice of hearing and in...or were nmailed, you have
been able to | ease fromthen?

A Yes.

Q Ckay. So with regard to W35, are you
requesting that the Board dism ss as respondents the fol ks
you' ve identified by nanme in Exhibit B-2?

A Yes, we are.

Q Wth regard to the interest that you' ve been
able to acquire in unit W35, would you tell the Board what

you' ve been able to acquire and what it is that's stil
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out standi ng that needs to be pool ed?

A Yes. We've |eased 100% of the coal owners
claimto the CBM and we've |eased, in W35, 27.32887% of the
oil and gas owners' claimto coal bed net hane; seeking to pool
72.67113% of the oil and gas owners' claimto coal bed
met hane.

Q Okay. And the cost that you're seeking to
al | ocate here?

A $158, 191. 16.

Q And there are how many wells, permtted

wells, within this unit, W35?

A Wthin the unit?

Q Wthin the unit?

A Thr ee.

Q Ckay. And their permt nunbers are?

A 3344, 3380, and 5684.

Q And obviously, there are other wells in the

panels, but that's...those are the wells within this
particular unit?
A That's correct.
Ckay. The...have you listed in Exhibit B-3
all of the folks with the exception of the people that we're

dism ssing in B-2?
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Yes, we have.

Q All of the folks that you' re seeking to
pool ?

A Yes, we have.

Q And for each of those people, have you

listed their percent of unit?

A Yes, we have.
Q And the percent of unit would be the nunber
that they will use in terns of what their contribution of

cost would be if they wanted to participate?

A That's correct.

Q And it would be the same nunber in terns of
carried interest?

A Yes.

Q Wth regard to royalty interest, however,
the production fromeach of the |ongwall panels is all ocated,
and there are actually five here---?

A Yes.

Q ---as you pointed out? And their division
of interest in each of those |longwall panels where the
production is accunmul ated are as stated opposite their nanme?

Yes.

Q Wth regard to W35 again, is there an
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escrow requirenent?

A Yes, there are, for conflicting clainms and
unknowns.

Q Okay. The conflicting clains escrow
requi renent applies to what tracts?

A 1-A, 1-B, 1-E, 1-G and 1-H, and there is an
unknown in 1-G

Q Ckay.

BENNY WAMPLER:  Fol ks, I'm going to ask you if you

have cell phones and ot her devices |like that, please cut them
off. It interferes with our recording. Thank you.

Q In terns of your |easing program what have
been the terns that you have been offering for the coal bed
nmet hane | ease rights?

A Qur standard coal bed nethane | ease is a
dol l ar per acre per year, five year paid up termwth a one-
ei ght h production royalty.

Q And woul d you reconmend to the Board that
those terns be included in any order with regard to fol ks who
m ght be deened to have been | eased?

A Yes, we woul d.

Q And this unit, W35, is an 80 acre Gakwood

Two unit, correct?
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A It is.
Q Okay. Turning to W34, this is also an

Gakwood unit?

A Yes.

Q And it has 80 acres init?

A Yes, it does.

Q Okay. Summarize for the Board the interest

you' ve been able too acquire and what it is you need to pool ?

A W' ve | eased 99.9875% of the coal owners
claimto coal bed net hane, and 85.36181% of the oil and gas
owners' claimto coal bed nethane. W're seeking coal owners
to pool 0.0125% of the coal owners' claimto coal bed net hane,
and 14.63819% of the oil and gas owners' claimto coal bed
met hane.

Q And this, again, is an allocation of panel
costs, is it not?

A That's correct, it is.

Q And what other panel cost did you allocate
to this unit?

A $190, 287. 59

Q And again, if we ook at Exhibit B-3, there
is a percentage, or a percent of unit colum for each of the

owners or claimants?
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A Correct.

Q And then there are four |ongwall panels, and
there's a specific division of interest stated for each of
t hose panels for each person?

A Yes, it is.

Q Okay. It looks Iike you' ve been able to
| ease sonme people since you noticed the hearing for W35, is

that correct?

A W 34.

Q ' msorry, W34,

A Yes.

Q And have you filed a revised...or in your

revi sed exhi bits packet, an Exhibit B-2?

A Yes.

Q And again, have you listed the fol ks that
you' ve been able to | ease since filing?

A Yes, we have.

Q And are you asking that the Board dismss
t hose peopl e as respondents because they've been | eased?

A Yes.

Q Wth those exceptions, have you |isted at
Exhibit B-3 all of the folks that you' re seeking to pool ?

A. Yes, we have.
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Q And is there an escrow requirenment with

regard to W34?

A Yes, for conflicting clains and an unknown.

Q The conflicting clains would apply to what
tracts?

A 4-A, 4-B, 4-C, 4-D, 4-E, 4-F, and 4-G wth

an unknown in 4-F.

Q And you filed an Exhibit Ewith regard to
escr ow?

A Yes, we have.

Q And in both of these units, in W35 and W

34, are there sone folks that have entered into royalty split
agreenment s?

A Yes, it is.

Q And have you filed an Exhibit EE with regard
to both of these?

A Yes, we have.

Q And in Tract...or in Unit W35, what are the

royalty split agreenent tracts?

A W35 is 1-C, 1-D, 1-F, and 1-G

Q And in W34?

A 4- F.

Q And are you requesting any order that the
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Board m ght enter with regard to the royalty split agreenent
tracts, provide that the owners and cl ai mants who have
entered into royalty split agreenents be paid in accordance
with their agreenents directly by the operator w thout
requi renent that those funds be escrowed?

A Yes, we are.

Q And again, with regard to W34, have you
filed a revised Exhibit G?

A Yes, we have.

Q And does that break out and allocate the
| ongwal | costs to W34 and ot her units?

A Yes, it does.

Q And with regard to W34, | think you' ve
al ready indicated, but the second page of the Exhibit shows
the total, does it not?
Yes.
And it's the 19287597

Yes, it is.

o > O »

Wth regard to these two applications
concerning repooling W35 and W34, is it your opinion that
this repooling coupled with your leasing efforts is a
reasonabl e plan to develop...to continue to devel op the

coal bed nmet hane resource under these two units?
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A Yes, it is.

Q And if you take the | easing, the previous
pooling order and the pooling order you're requesting, the
repooling you're requesting, wll that, given the additional
tract that's been discovered, serve to protect the
correlative rights of all of the owners and claimnts wthin
t hese two units?

A Yes, it will.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  You at one point referred to

Cakwood Two and on the chart you have Cakwood One and in the
application you have Gakwood One, would you clarify?

A It should be Cakwood Two. | seen that right
at the | ast.

SHARON Pl GEON: For bot h?

A For both, yes.
MARK SWARTZ: For bot h.

BENNY WAMPLER. Ot her questions from nenbers of the

Boar d?

BOB W LSON: M . Chai r man.
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BENNY WAMPLER: M. WIson.

BOB WLSON: Just...this probably...in your

original Exhibit E, page two, you showed you had | eased---.
l"msorry, in the W35, showed you had 97. 3109% | eased, and

in the revised only showed 27.32887. |Is that just a typo?

A | woul d---.

BOB WLSON: | |lost how we got from 97% down to 27%
her e.

A Just a mnute, let nme just make sure that we

did, and | think we did. Yeah, we did have an error there.

BENNY WAMPLER:  Anyt hi ng further?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Swartz?
MARK SWARTZ: No, | don't.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: So nove, M. Chairman

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second to approve. Any

further discussion.
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pool i ng of coal bed nethane unit AV-127, Maiden Springs and
New Garden Districts of Tazewell and Russell County, Docket
Nunber VGOB-04-1214-1365. W'd ask the parties that wish to
address the Board in this matter to cone forward at this
time.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: M. Chairman, |'d like to incorporate

M. Arrington's testinony with regard to the applicant and

t he designated operator, their ability...you know, their
identity as Virginia limted...general partnership and so
forth, and also the |ease terns testinony into this hearing.

BENNY WAMPLER:  That wi Il be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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Q M. Arrington, will you state your nane
agai n?
Leslie Arrington.
"1l remnd you, you're still under oath?

Yes.

o > O »F

This application with regard to AV-127

concerns a Mddle R dge unit?

A Yes, it does.

Q How many acres in this unit?

A 48. 63.

Q Ckay. And it's less than what we normal ly
see?

A Yes, it's one of the make up units in

bet ween the OCakwood and the M ddl e Ridge field.

Q Ckay. And this is in tw counties?
A Yes, Russell and Tazewel .
Q And there...what is your cost estimate with

regard to this well?

A It's $231,175.34, to a depth of 2363. 46.
This permt nunber was 6106.

Q And this well is located in the drilling
wi ndow?

A. Yes, it is.
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Q Wul d you tell the Board what interest
you' ve been able to obtain, either by purchase or |ease, and
what it is you' re seeking to pool?

A W' ve | eased 100% of the coal owners' claim
to coal bed nethane, and | eased 70.512% of the oil and gas
owners' claim seeking to pool 29.488% of the oil and gas

owners' claimto coal bed net hane.

Q In this unit, have you filed an Exhibit E?
A Yes, we have.

Q And is that because there are conflicts?
A Yes.

Q And in what tracts?

A 1-B, 1-C, 1-D, 1-E, 2-A 2-B and 2-C

Q In this instance, at |east as far as you

know, as of this date there are no royalty split agreenents?

A On 127, there's...yes.

Q Ch, there is?

A Uh- huh.

Q Ckay. In what tract?

A 1-A

Q And are you requesting with regard to that

Tract 1-A and the royalty split agreenents, that the folks

have entered into those agreenents be paid in accordance with
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their 50/50 split agreenent and that you be allowed to pay
themrather than escrowing their funds?

A Yes, we do.

Q Wth regard to the plan of devel opnent as
di scl osed by the application and the exhibits concerning
M ddl e Ridge Unit AV-127, is it your opinion that those

di scl ose a reasonable plan to devel op the coal bed net hane

Within this unit by one frac well in the drilling w ndow?
A Yes.
Q And is it your opinion...also your opinion

t hat based on the | easing programthat you' ve undertaken and
the...conbined with any pooling order that m ght be entered
here, that the correlative rights of all of the owners and
claimants woul d be protected?

A Yes, they are.

MARK SWARTZ: That's all | have, M. Chairnman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)
BILL HARRIS: M. Chairman, one qui ck question.
BENNY WAMPLER: M. Harris.
BILL HARRI'S: The county lines in your Exhibit A
where is that shown, Exhibit Ain that one? | just wondered
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where the county...l know you said it was straddling two
counties. Does it separate the one tract in two?

A Are vyou...right there at the heavy road.
Do you see the road going through...if you' re | ooking

at...back up to the next exhibit. Do you see where the cross

hatch 1s?

BILL HARRI'S:  Yes.

A The road, and the roadway goi ng through
there, it's in the road, | believe.

SHARON PI GEON: The bi g road?

BILL HARRIS: | see that road there, but---.

MARK SWARTZ: And that's the county line right
t here.

BILL HARRIS: ---when | turn here | don't see the
road. See, | don't see the road when |---.

SHARON PI GEON:  Yeabh.

BILL HARRIS: |'mjust curious where the---.

MARK SWARTZ: Is this the |ine?

A Yes. \What the problemis---. Here's what
the problemis.

MARK SWARTZ: Here's the problem M. Harris.

They' ve shaded the wong unit. |It's not here, it's over

here, AV-127. Then if you look at...if you cone up
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here....no wonder you're confused. |If you cone up here,

you'll see the Tazewell County on this side of the |ine, and
then Russell County on the other side. You'll see that just
cuts through what, | guess, would be the west...very west

portion of the correct unit.

BILL HARRIS: Ckay. So---.

MARK SWARTZ: So, AV-127, which is the unit we're

tal king about, if you intersect them you'll see where we
are.

BILL HARRIS: I n other words, Mddle Ridge is right

across the top of that?
A Yes, it is.

MARK SWARTZ: Correct. And as that |ine cones down

just through the western edge of that, it just catches a
little bit of Russell County, as | read it. Is that correct?
A That is correct.

Bl LL HARRI S: M ddl e Creek then on the next one,

there's a...looks |ike a double dotted, an extra dot?
A On the plat, you're speaking?
BILL HARRIS: On the plat itself now.

A It's comi ng down through there.

BILL HARRI S: Ckay.

MARK SWARTZ: Then you can see down at the bottom
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al so, it picks up the county |ine again.

ki nd of fl
VA- 1277

Exhi bit---

t he Boar d?

di scussi on

yes.

ows. If you ook at the very bottom of the nap,

Bl LL HARRI S: Yes, uh-huh

BENNY WAMPLER: You wil |l

?

A Uh- huh.

BENNY WAMPLER  ---A-17
A Yes. |'msorry.

provi de a corrected

s that a yes.

You can see how it

in

BENNY WAMPLER:  Any ot her questions from nenbers of

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: Motion to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers say yes.)
BENNY WAMPLER  Opposed,

(No audi bl e response.)
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BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BD 122, New Garden District,

Russel |l County, Docket Nunmber VGOB-04-1214-1366. W' d ask
the parties that wish to address the Board in this matter to
conme forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: |1'd like to incorporate the

testinony with regard to the applicant and with regard to
| ease terns, if | could.

BENNY WAMPLER:  That will be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Les, can you state your name agai n?

A Leslie K Arrington.

Q You're still under oath?

A Yes.

Q Wth regard to Unit BD 122, there are a

nunber of revised exhibits, correct?

A. It is.
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Q And those have just been passed out to the

Board menbers?

themw th

A Yes, they have.
Q And the spreadsheet that you have provided

as sort of a cross check today, does that reflect

with regard to BD-122 the revised exhibits?

her e?
is in the
regard to

A Yes, it does.

Now this is a Mddle R dge Unit?

A Yes, it is.

Q And it's a standard size?

A It is, 58.74 acres.

Q Ckay. And we're proposing one frac wel

A Yes, we are.

Q And this frac well in this particular unit

drilling w ndow?

A Yes.

Q Ckay. Wiat is your cost estinmate with
this well?

A $246,478.52, to a depth of 2,666.62. Permt

nunber was 6204.

Q And this well has been drilled?

A. Yes, it has.
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Q You have filed, | believe, an exhibit...l'm

sorry, an Exhibit B-2, is that correct?

A Yes, we have.
Q And that would list sone fol ks that you're
proposing to---. Actually it's one person you're proposing

to di smss?

A Yes, it is, due to a |ease.

Q And that's M. Chafins in Tract 1-D
correct?

A Correct.

Q And ot her than that, have you |isted

everyone you're seeking to pool in Exhibit B-3?

A Yes, we have.

Q And have you provided the Board with a
revised Exhibit A page two?

A Yes, we have. |'msorry.

Q And what is it that you...what are the
interests you' ve been able to acquire in this unit and what
is it you' re seeking to pool?

A W' ve | eased 100% of the coal owners' claim
to the coal bed nethane. W' re seeking....and 86.9254% of the
oil and gas owners' claimto coal bed nethane. W're seeking

to pool 13.0746% of the oil and gas owners' claimto coal bed
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met hane.

Q And we've got a revised Exhibit E, correct?
A Yes.

Q And a revised Exhibit EE?

A Yes.

Q Wth regard to escrow requirenents because

of conflicts, what tracts would require escrow?
A 1-A, B, C D E H I, J, K, L, M N O P,
Q R S T, U V, 2-A and 2-B; and there is actually a title

conflict in 1-K 1-S and 1-T; an unknown in 1-Q

Q And are there sone royalty split agreenents
here?

A Yes, in 1-A 1-Q 1-V, and 2-A

Q And are you requesting that the Board order

allow you to pay the fol ks who have split agreenents directly
rather than escrowi ng their funds?

A Yes.

Q And when you said there was a title issue in
1-K, 1-S, and 1-T, you're tal king about sonething in addition
to a conflict, it's an either/or title issue?

A That's correct.

Q And that's reflected in your Exhibit E, as
wel | as your Exhibit B-3?
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A Yes.
Q So it's just an additional reason to escrow

with regard to those three tracts?

A Yes, it is.
Q Is it your opinion that the drilling of one
frac well in this...in this unit is a reasonable plan to

devel op the coal bed net hane resources within and under the
unit?

A Yes, it is.

Q And if we take your |easing efforts together
with the pooling order here, is it your opinion that all of
the claimants and owners of the coal bed nethane in this
particular unit, that their correlative rights would be
prot ect ed?

A Yes, it woul d.

MARK SWARTZ: That's all | have, M. Chairnan.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: |s there a notion?

JIM MINTYRE: So nove.

BENNY WAMPLER. Mbtion to approve. |Is there a
second?
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DONALD RATLI FF:  Second.

BENNY WAMPLER: Any further discussion?

(No audi bl e response.)

BENNY WAMPLER:  Al'l in favor, signify by saying

yes.
(Al'l nenbers say yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from CNX Gas Conpany, LLC for
pooling of coal bed nethane unit BF-100. Docket Nunber VGOB-
04-1214-1368. W'd ask the parties that wish to address the
Board in this matter to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: 1'd like to incorporate M.

Arrington's testinony about the applicant and also with
regard to | ease terns.

BENNY WAMPLER:  That wi Il be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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Q Les, is this a Nora unit?

A Yes, it is.

Q How nmany acres?

A 58. 78.

Q And there's one well here, but it's outside
the drilling wi ndow, correct?

A That's correct.

Is this well already permtted?

A No.

Q What's the cost estinmate for this well?

A $239,556.01, to a depth of 2,462 feet.

Q Have you...there are no revised exhibits

wth regard to this unit?

A No.

Q Have you filed an Exhibit A page two here

whi ch expl ai ns what you've been able to acquire and what it

is you're seeking to pool?

A. Yes, we have.
Q And what is that?
A. 97.1589% of the coal owners

claimto

coal bed net hane, and 36.4271% of the oil and gas owners

claimto coal bed nethane. W' re seeking to pool

the coal owners' claimto coal bed net hane,
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the oil and gas owners' claimto coal bed net hane.

Q And did you both publish and mail with
regard to this application?

A Yes, we nailed on Novenber 12th, 2004, and

published in the Bluefield Daily Tel egraph on Novenber 24t h,

2004.
Q Is there an Exhibit E filed here?
A Yes, there is.
Q And with regard to conflicts, what are the

tracts that require escrow because of conflicts?

A The tracts due to conflicts are 1-B, 1-D, 1-
E, 1-F, 1-G 1-H 121-I, 1-J, 1-K, 1-L, 1-M 1-N, 1-O 1-P, and
Tract 2. And there's also a title conflict in 1-F, 1-G 1-H,
1-K, 1-L, 1-M 1-N, 1-O 1-P, and 2; and al so need escrow for
unknowns for 1-F, 1-G 1-H and Tract 2.

Q And we've got sone folks with royalty split
agreenents in what tracts?

A 1-A, 1-B, and 1-C

Q And are you requesting that any Board order
all ow you to pay those people that have split agreenents
directly?

Yes, we are.

Q s it your opinion that one frac well in
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this unit is a reasonable plan to devel op the coal bed net hane
Wi thin the unit?

A Yes, it is.

Q s it your opinion that if you take your
| easing activities and acquisition activities and conbi ne
themw th the pooling order, that the correlative rights of

all the owners and claimants in this unit would be protected?

A Yes, they woul d.

Q The...if we look at the plat here and the
| ocation of the well, do you know, as we sit here today, why
the propose...the well is proposed to be where it is?

A Yes, sir. That's topography, and we're up

on the ridge line. W have a lot of wells comng in fromthe
north side and this is the very end of a ridge that we're
comng dow, and it's as far down the ridge as we coul d get
with our well site, pipeline, power line. As you can see,
there's quite a few houses in the valleys and part of this is
kind of steep in that area, so that's the reason the well is

up there in that very---.

Q Up on top of that ridge?
A Yes.
Q And obvi ously, when you're permtting this,

you woul dn't be dealing with a | ocation issue?
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Boar d?

A We did. We dealt with that.
Q kay. Wth regard to---.
MARK SWARTZ: | think that's it, M. Chairnan.

BENNY WAMPLER:  Questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF:  Move to approve, M. Chairnman.

JIM M| NTYRE: Second.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?

yes.

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. Next on the

agenda is a petition from CNX Gas Conpany, LLC for pooling of

coal bed nmet hane unit BG 117, New Garden District, Russel

County.

Docket Nunmber VGOB-04-1214-1369. W'd ask the

parties that wish to address the Board in this matter to cone

forward at this tine.
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MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

MARK SWARTZ: 1'd like to incorporate M.

Arrington's testinony with regard to the applicant and with
regard to the lease terns as well.

BENNY WAMPLER: That wi || be incorporated.

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Les, you need to state your nane.

A Leslie K Arrington.

Q You're still under oath, right?

A Yes.

Q This is a Mddle Ridge Unit?

A Yes.

Q It's standard size?

A Yes, 58.74.

Q And this one we've got the well in the

drilling w ndow?
Yes, we do.
What's your cost estimte?

A $243,482.32, to a depth of 2,606 feet. The
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permt nunber is 6200.

Q What did you do to notify the coupl e of
respondents here of the hearing?

A We mailed certified mail on Novenber 12th,
2004, published in the Bluefield Daily Tel egraph Novenber 26,
2004.

Q Did you file your certificate of publication
fromthe newspaper and your certificates with regard to
mailing with M. WIson?

A Yes, we have.

Q What interests have you acquired and what
are you seeking to pool ?

A Both the coal, oil and gas interests, we
have | eased 95.2673% of the coal, oil and gas coal bed net hane
interest; seeking to pool 4.7327% of the coal, oil and gas

coal bed nmet hane i nterest.

Q s there a requirenent for escrow here?

A Yes, Tract 2 and 4.

Q And that's a conflicts issue?

A Yes.

Q Let nme direct your attention to Exhibit E. |

think we've also got atitle issue in 2, do we not?

A. Yes, we do.
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Q Ckay. So that would be an additional reason
for escrowwth regard to Tract 2, correct?

A Tract 2.

Q Are there any royalty split agreenents

pertaining to this unit?

A No.
Q s it your opinion that the drilling of one
well in the drilling window here is an appropriate plan to

devel op the coal bed net hane resource within Unit BG 1177

A Yes, it is.

Q And is it your opinion that if you take
your |l easing activities and acquisition activities and
conbine themw th the pooling order that you' re seeking here,
that it would serve to protect the correlative rights of al

t he owners and cl ai nants?

A Yes, it woul d.
MARK SWARTZ: That's all | have.
BENNY WAMPLER: | just ask for a clarification on

your Exhibit E. D d you...you ended by saying Tract 2. D d
you also indicate Tract 4, for a con...requiring escrow?

MARK SWARTZ: Yes, he did. It was this...it was

the title issue that pertained only to 2.

BENNY WAMPLER: Ckay. Thank you. Questions from
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menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: s there a notion?

JIM McI NTYRE: Mbve to approve.

Bl LL HARRI S: Second.

BENNY WAMPLER: Mbtion to approve and a second.

Any further discussion?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.
(No audi bl e response.)
BENNY WAMPLER:  You have approval. The next item
on the agenda, and I'l|l give the Board a break after this

one, is a petition from CNX Gas Conpany, LLC for pooling of
coal bed nethane unit BJ-115, in the New Garden D strict,
Russel |l County. Docket Number VGOB-04-1214-1371. W woul d
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington again

BENNY WAMPLER: The record will show there are no

others. You may proceed.
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QUESTI ONS BY MR

LESLI E K. ARRI NGTON

DI RECT EXAM NATI ON

SWARTZ:

Q

o > O » O » O P

drilling w ndow?
A

and in the Exhibi
A
Q
A

Les, you need to state your nane.
Leslie K  Arrington.

"1l rem nd you, you're under oath.
Yes.

This again is a Mddle Ridge Unit?
Yes.

St andard size?

58. 74.

And we've got one well proposed in the

Yes.

Have you |isted the respondent on the notice
t B-3?

Yes, we have.

And what did you do to notify hinf

W mailed certified nail, return receipt

Novenber 12, 2004, published in Bluefield Daily Tel egraph

Novenber 29, 2004.

Q

And have you filed proof of publication and

certificates with regard to nmailing with M. WIlson's office?
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Yes, we have.

Q You' ve got one well proposed here which is a
frac well, correct?

A Yes.

Q VWhat's your cost estinmate?

A $227,330.43, to a depth of 2,676.45 feet.

Permt nunber is 6315.

Q There are no anmended exhibits here, right?
A That's correct.
Q If we look at the original Exhibit A page

two, what have you been able to acquire and what do you need
to pool ?

A We have | eased 100% of the coal owner's
claim and we have | eased 87.3501% of the oil and gas owners
claimto coal bed net hane; seeking to pool 12.649% of the oi
and gas owners' claimto coal bed net hane.

Q You filed an Exhibit E, did you not?

Yes, we did, for Tract 3.

Ckay. And that's just a straight conflict
i ssue?

It is.

No split agreenents here?

A No.
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Q s it your opinion that the proposed plan of

devel opnent, which is to drill one frac well within the
drilling window is a reasonable plan to develop the CBMin
this unit?

A Yes, it is.

Q And is it also your opinion that if you
coupl e your |leasing efforts with a pooling order affecting
M. Ray, that that would then serve to protect the
correlative rights of all the owners and cl ai mants?

A Yes, it will.

MARK SWARTZ: That's all | have.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WVAMPLER: |s there a notion?

DONALD RATLI FF: Mbve to approve.

JIM McI NTYRE:  Second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
yes.

(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval

MARK SWARTZ: Before you take a break, Les has

sonmething with regard to W34 and W35 that he needs to---.
LESLIE K ARRINGTON: W'd |like to request that we

be able to go back now since we've pool ed those, and | neant
to make this request and Anita happened to rem nd ne that we
needed to make the request, that we be able to go ahead
before we get the orders and recal cul ate, and do all of our
recal cul ations on the unit and start paying as it is in here
now, instead of as it was. Were we had the new people.

MARK SWARTZ: This tract. So that they don't have

to wait any additional tine?

LESLI E K. ARRI NGTON: Yeah. And npbst of themdid

sign royalty splits.

BENNY WAMPLER: |s there a notion to approve that?

DONALD RATLI FF: So nove, M. Chairman

BENNY WAMPLER: s there a second?

JIM M| NTYRE: Second.

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers say yes.)
BENNY WAMPLER. Qpposed, say no.
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(No audi bl e response.)

BENNY WAMPLER:  You have approval

LESLI E K. ARRI NGTON: Thank you.

BENNY WAMPLER: Break until 10: 30.

(O f record.)
BENNY WAMPLER: Ckay. W're back on record. Cal

the neeting back to order. Let nme just, for purpose of the
fol ks that are here today, if you don't know, as | call each
of these cases and say if there are any others, please cone
forward. That's the tine to doit, as | call them Ckay,
just so you will understand that. | will call out the...the
VGEOB nunber and the unit nunber and things |Iike that, and
"Il say, you know, parties that wish to address the Board in
this matter, conme forward. That's the tine that you would do
t hat .

The next itemon the agenda is a petition from
Equi t abl e Producti on Conpany for repooling of coal bed net hane
Unit VC 504647. Docket Nunmber VGOB-01-0220-0869-02. We'd
ask the parties that wish to address the Board in this matter
to cone forward at this tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKi ser and Don Hall on behalf of Equitable Production

Conpany. Don is passing out a revised Exhibit B now. This
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is a sonewhat unusual hearing for us in that this well was
pooled in...back in 2001. | think the well was drilled
approximately two years ago. Then upon further review of
title in the area, we discovered that Pine Mountain Gl and
Gas actually own the oil and gas under Tract 3, and that's
why we're here today, to anend and correct the ownership
under Tract 3 to reflect what the actual record title says.
As you're probably aware, | think you all probably have a
copy of a letter you received fromTerry Ball, who is a coa

owner in Tract 3 with sone issues he had concerning this

issue that we'll be nore than happy to address, too. But |I'm
not going to go through the usual testinony. | don't think
it"s required in this particular instance. |[|'ll let M. Hal

ki nd of explain what we found upon further title review, and
then if you' d |like, we can go through M. Ball's letter and

address any concerns he has.
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DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Don, you kind of want to explain what
happened here for us?

A Well, we force pooled a couple other wells
| ast nonth that takes in this sane tract and in doing further
research on the property, we determ ned that when we
initially force pooled this Tract No. 3, we thought that the
owners listed as the coal owners here in this new exhibit was
al so the oil and gas owners, but we determ ned after further
research doing these other two wells, that Pine Mouuntain
actually owned the oil and gas, and that these parties that
we have listed in Tract 3 under the coal exhibit were only on
the coal and we initially attributed the gas to themas well.

BENNY WAMPLER:  You want to just have himtell us

who he is and who he works for.

JIMKISER  You want ne to do all that?

Q M. Hall, if you could state your nane for
the record, who you're enployed by and in what capacity?

A My nanme is Don Hall. |'m enployed by
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Equi t abl e Producti on Conpany as district |andnman.

Q And do your responsibilities include the
land involved in this particular unit and the units in the
surroundi ng area?

A They do.

Q Al right. So we originally thought the
fol ks that are now being shown as owners of the coal estate
in Tract 3 were fee mneral owners. |In other words, they
owned the coal, oil and gas. Then upon further title work
that was done for these wells that are adjacent to 504647, it
was determ ned that Pine Muntain actually owned the oil and
gas; and therefore, we're back here today to correct the
ownership on that particular tract for this particular unit?

A That's correct.

JIMKISER | guess nmaybe if you want to go through
M. Ball's letter.

BENNY WAMPLER:  Yes.

JIM KI SER Does everybody have that? Do you al
want to read that and I'll go through and address his
concerns.

(Board nenbers review M. Ball's letter.)

BENNY WAMPLER:  Ckay.

JI' M Kl SER: M. Ball's concerns are with Tract 3 in
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this particular unit, and then he has sone...at the bottom he
has sone concerns on sone other units, which were, as M.

Hal | stated, the ones we pooled previously and | think we

t ook care of those.

H's first concern, | guess, regarding whether or
not there's any right to frac the coal on this particular
tract in question is nore than 750 feet fromthe well|l bore.

Hi s next issue is assertion that Equitable has been
paying royalty on Tract 3 to the Cenentine Gizzle heirs for
the past three years and w shes to cease paynent. There
hasn't been any royalty paid to them That's all been
suspended internally basically because of his issues.

H's |last issue, that's what we're doi ng here today.

We are going to keep his interest in under the Board's
escrow account in that tract. W're doing what he asked
there. There hasn't been any royalty paid on Tract 3 to
anybody; and we don't require his consent to stinulate
because of the distance of that tract fromthe well bore.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
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approved as submtted with these revised exhibits so that
we'll have a correct reflection of the ownership of both the
gas estate and the coal estate within this particular unit.

BENNY WAMPLER: We'll nmke this letter Exhibit One,

the letter fromTerry D. Ball. 1s there a notion?

JIM MINTYRE: Mbdtion to approve.

BENNY WAMPLER: Second?

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenber say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item

on the agenda is a petition from Equitable Production Conpany
for pooling of coal bed nethane unit BC 535601. Docket Nunber
VGEOB- 04- 1214-1372. W'd ask the parties that wish to address
to Board in this matter to cone forward at this tine.
JIMKISER M. Chairman and nenbers of the Board,

again, JimKiser and Don Hall on behalf of Equitable
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Production Conpany. W again have a revised set of exhibits
that he's passing out now that will reflect both additiona

| eases that have been picked up since tine of filing the
applications, and sonme changes of sone addresses, | believe.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, if you woul d again state your nane
for the record, who you're enployed by and in what capacity?

A My nane is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And do your responsibilities include the
I and i nvol ved here and the surroundi ng area?

A They do.

Q Are you famliar wth the application that
Equitable fil ed seeking a pooling order to pool any unl eased

interest in the unit for well EPC nunber VC 535601, which was
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dat ed Novenber 12th, 2004?

A Yes.

Q Now, does Equitable own drilling rights in
the unit involved here?

A They do.

Q And in accordance with your revised Exhi bit
B, did you attenpt prior to filing the application to nmake an
effort to contact each of the interest owners within the unit
and obtain a voluntary | ease?

A Yes.

Q And what is the interest---? Let's see, the
interest of Equitable in the gas estate under |ease at the
time of the application was filed was 80. 59%

A That's correct.

Q Now since that tinme you have picked up
additional |eases, and the interest under |ease to Equitable
in the gas estate now i s 84. 694%

A That's correct.

Q Coul d you point out to the Board those
additional |eases as represented by Exhibit B-2?

A Exhibit B-2 is we picked up Mary... Marie
Yates since the application and Georgia Ham | ton, as well.

Q Ckay. And what about the coal estate, is it
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100% under | ease?

A Yes.

Q So what percentage of the gas estate within
the unit remains unleased at this tine?

A 15. 305%

Q Ckay.

MR. KISER: Any questions on any of that?

BENNY WAMPLER: | have one question. D d you say

you picked up Marie Yates?
A. Yeabh.
BENNY WAMPLER: You |ist her as unknown.

JIMKISER That's the address correction | was
t al ki ng about .

BENNY WAMPLER: Par don?

JIMKISER  That was the address correction | was
tal king about. She's in Coeburn.

A Found her. The new exhibit has her new
addr ess.

JIMKISER Reflects that. That would have been a
pretty good trick, wouldn't it?

Q Ckay. In this particular unit, at this
point, since we found Marie Yates, we don't have any unknown

interest owners, is that correct?
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A That's correct.

Q I n your professional opinion, was due
diligence exercised to | ocate each of the respondents naned
in Exhibit B?

A Yes.

Q Are the addresses set out in revised Exhibit
B the | ast known addresses for the respondents?

A They are.

Q Are you requesting this Board to force poo

all the unleased interest as listed at Exhibit...revised

Exhi bit B-3?

A Yes.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes.

Q Coul d you advise the Board as to what those
are?

A We pay a five dollar bonus, five year term

one-ei ghth royalty.
Q In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and the fair

and reasonabl e conpensation to be paid for drilling rights
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wWithin this unit?

A They are.

Q Now, as to those respondents who renain
unl eased, do you recomrend that they be allowed the foll ow ng
statutory options with respect to their ownership interest
Within the unit: One, participation; two, a cash bonus of
five dollars per net mneral acre plus a one-eighth of eight-
eighths royalty; three, in lieu of a cash bonus and one-
eighth of eight-eighths royalty, a share in the operation of
the well on a carried basis as a carried operator under the
follow ng conditions: Such carried operator shall be
entitled to the share production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or over
riding royalty reserved in any | eases, assignnents thereof,
or agreenents relating thereto of such tracts but only after
the proceeds applicable to his share equal A) 300% of share
of such costs applicable to the interest of the carried
operator of a |leased tract or portion thereof; or B) 200% of
the share of such costs applicable to the interest of the
carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that

el ections by respondents be in witing and sent to the
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applicant at Equitable Production Conpany, 1710 Pennsyl vani a
Avenue, P. O Box 2347, Charleston, West Virginia 25328,
attention Mel anie Freeman, regul atory?

A Yes.

Q Should this be the address for all
communi cations with the applicant concerning any force
pool i ng order?

A It shoul d.

Q Do you recommend that the order provide that
if nowitten election is properly made by respondent, then
such respondent shoul d be deened to have el ected the cash
royalty option in lieu of any participation?

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date that the Board order is executed to file their
witten el ections?

A Yes.

Q I f an unl eased respondent elects to
participate, should they be given 45 days to pay the
applicant for their proportionate share of well costs?

A Yes.

Q Does the applicant expect any party el ecting

to participate to pay in advance that parties share of actua
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conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed 120 days
follow ng the recordation date of the Board order, and
thereafter, annually on that date until production is
achieved to pay or tender any cash bonus or delay rental
becom ng due under the force pooling order?

A Yes.

Q Do you recommend that the order provide that
if a respondent elects to participate, but fails to pay their
proportionate share of well costs satisfactory to that
applicant for paynent of those costs, then their election to
participate should be treated as havi ng been w t hdrawn and
voi d and such respondent should be treated as if no initia
el ection had been filed, in other words, deened to have
| eased, under the force pooling order?

A Yes.

Q Do you recommend that the order provide
where a respondent elects to participate but defaults in
regard to paynent of their well costs, any cash sum becom ng
payabl e to that respondent be paid within 60 days after the
| ast date on which such respondent coul d have paid or made

sati sfactory arrangenents for the paynent of those conpleted
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wel | costs?

A Yes.

Q In this particular case, it's a coal bed
met hane unit and we do have conflicting clainms in Tracts 1,
2, 3, 4 and 5. So we do need to establish an escrow account
for escrow for all five tracts, is that correct?

A That's correct.

Q And who shoul d be naned operator under any
forced pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of the proposed

wel | under the plan of devel opnent?

A 2728 feet.

Q What are the estimated reserves for the
unit?

A 300 mllion cubic feet.

Q Now, are you famliar with the well costs

for the proposed well?
A Yes.
Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto this application?
A It has.

Q Was the AFE prepared by the departnent,
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engi neering departnment, know edgeable in the preparation of
AFEs and know edgeable in particular to well cost in this
area?

A Yes.

Q I n your professional opinion, does it
represent a reasonable estimate of the well costs?

A It does.

Q Coul d you state for the Board both the dry
hol e costs and conpleted well costs?

A Dry hole costs is $133,321. The conpl eted
wel |l cost will be $290, 345.

Q Do these costs anticipate a nultiple
conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this application be in the best interest of the
conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER  Nothing further of this witness at this
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time, M. Chairnmn.

MASON BRENT: Wul d you explain your Exhibit E from

t he standpoi nt you say deeds are recorded?

A We have these sane people in another well
and basically what has happened is the Stidhans initially
listed...the first part of three starting wth Dougl as
Sti dham those people, we have been told, have deeded al
their interest to the two parties that are listed in the
second three, but they've never recorded...the two guys,
David and Bruce Stidham has never recorded the deeds. So to
cover everyone, we listed the current owners of record, which
is the first group of people listed in Tract No. 3, or if the
deeds are ever recorded, the two guys that supposedly have
the deeds for it.

SHARON Pl GEON: You' ve never seen those deeds.

You were just told that.
A We've been told that and they've not been
recorded, so we're obligated to notify the parties of record.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER. Do you have anything further?

JIMKISER Yes. W'd ask that the application be
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approved as submtted with the revised set of exhibits.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

MASON BRENT: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al menber say yes.)
BENNY WAMPLER:  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLI FF: 'l abstain, M. Chairnan.

BENNY WAMPLER: One abstention, M. Ratliff. The

next itemon the agenda is a petition from Equitable
Production Conpany for pooling of coal bed nethane unit BC
503042. Docket Number VGOB-04-1214-1373. W'd ask the
parties that wish to address to Board in this natter to cone
forward at this tine.

JIMKISER M. Chairman, again, JimKiser and Don
Hal | on behal f of Equitable Production Conpany. Again, we

have a revised set of exhibits to reflect additional |eases
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pi cked up since the original filing of the application.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

DON HALL
havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Hall, again, would you state your nane
for the record, who you're enployed by and in what capacity?

A My nanme is Don Hall. |'m enployed by
Equi t abl e Producti on Conpany as district |andnman.

Q And do your responsibilities include the
land involved in this unit and in the surroundi ng area?

A They do.

Q Are you famliar wth the application we
filed seeking to pool any unleased interest in this unit for
wel | VC-503042, which was dated Novenmber 12th, 20047

A Yes.

Q Does Equitable own drilling rights in the
unit involved here?

A. W do.
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Q And prior to filing the application, were
efforts made to contact each of the respondents having an
interest in the unit and an effort made...an attenpt nmade to
work out a voluntary | ease agreenent with each of thenf

A Yes.

Q At the tine we filed this application
Equi t abl e had under | ease in the gas estate in this unit
98.10% is that correct?

A That's correct.

Q Now, as reflected in these revised exhibits,
Equi table has in the gas estate under |ease 99. 04%

A That's correct.

Q Can you point out for the Board what
addi tional |ease you picked up?

A We picked up a | ease from Li nda Robi nson
their interest in Tract 9 and their interest in Tract 10.
And al so, on Exhibit B, we're dism ssing her fromTract 5
because we...that was a tract that her nother had | eased to
us years ago, and our information was that she and Carol Lou
Smth, who is her sister, had inherited that at her nother's
death, but as it turned out, her nother had nmade a deed to
Carol Lou, so Linda had no interest in that and we're

di sm ssing her from Tract 5.
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Q And in regard to the coal estate within the
unit, 100% of that is under |ease to Equitable?

A Yes.

Q So, at this point, all that remains unl eased
in the oil and gas estate is 0.9566%

A That's correct.

Q Let's point out another little oddity in
this particular unit before one of these astute fol ks picks
it up. Let's talk about the fact that Irene Fields is | eased
in Tract 7 and unleased in Tract 9.

A Sane question cane up before, | think, but
she | eased years ago in Tract 7, or...yes, in Tract 7, and
then in Tract 9, she...knowing that it's a coal bed net hane
well and the royalty is probably going to be escrowed. She
just said she didn't have any interest in fooling with it.
So she's been ...she's HBB in Tract 7 in another |ease by
production. She said she just didn't think it was worth
fooling wth.

Q Ckay. And we don't have any unknown
interest owners in this unit, is that correct?

A That's correct.

Q I n your professional opinion, was due

diligence exercised to |locate...exercised to |ocate each of
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the respondents naned in our exhibits?

A Yes.

Q Are the addresses set out in revised Exhibit
B to the application the |ast known addresses for the
respondent s?

A They are.

Q Are you requesting this Board to force poo

all those unleased interests |listed at our revised Exhibit

B- 3?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

A Yes.

Q Coul d you agai n advise the Board as to what

t hose are?

A W pay a five dollar bonus, five year term
one-ei ghth royalty.

Q In your opinion, do the terns you j ust
testified to represent the fair nmarket value of and fair and
reasonabl e conpensation to be paid for drilling rights within
this unit?

A They do.
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JIMKISER M. Chairman, at this time | would |ike
to, wth your perm ssion, incorporate testinony regarding the
statutory election options that are afforded the unl eased
parties and their tinmes in which to nake them and the
ram fications of such that was previously...just previously
taken in VGOB Docket Nunber 04-1214-1372.

BENNY WAMPLER: That wi || be incorporated.

Q M. Hall, we do have conflicting clains in
this unit, and | believe in every tract except Tract 1, so we
do need to establish a escrow account for Tracts 2 through
10, is that correct?

A That's correct.

Q And who shoul d be nanmed operat or under any

force pooling order?

A Equi t abl e Producti on Conpany.

Q And what is the total depth of this proposed
wel | ?

A 2696 feet.

Q Estimated reserves for the unit?

A 300 mllion cubic feet.

Q Are you famliar with the well costs?

A Yes.

Q Has an AFE been revi ewed, signed and
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submtted to the Board as Exhibit C?

A. It has.

Q I n your opinion, does it represent a

reasonabl e estimate of the well costs?

A It does.

Q Coul d you tell the Board as to what those
are?

A Dry hole cost is $117,839. The conpl eted

well cost will be $285, 6709.

Q Do these costs anticipate a nultiple

conpl eti on?

A They do.

Q Does your AFE include a reasonabl e charge

for supervision?

A Yes.

Q I n your professional opinion, wuld the

granting of this application be in the best interest of

conservation, the prevention of waste, and the protection of

correlative rights?

A. Yes.

JI M KI SER

time, M. Chairnmn.

Not hing further of this witness at this

BENNY WAMPLER: Questions from nenbers of the

93



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Boar d?
(No audi bl e response.)

BENNY WAMPLER:  You did say you are inside the

drilling window of this? The map shows it's real close
there. O did you acknow edge that?
A | didn't say, but we are inside.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?

BILL HARRI'S: Just for clarification, near the well
| see these PP-1 plat stakes. |s that opposed to an iron
pin, is this a plastic stake? | nean, what's the---?

A That's reference points that are used,
pl astic stakes instead of iron pins, yeah.

BILL HARRIS: |Instead of the iron pin?

A Iron stud, | guess that's the nane of them
Pl ast ake, plastic stake.

BILL HARRIS: | just hadn't seen that before and

just was curious.
A Pl asti c st akes.

BILL HARRI'S: Thank you.

BENNY WAMPLER: So we can't find them | ater on.

SHARON PI GEON:  Plastic will last [onger than iron.

BENNY WAMPLER: Metal detector won't find them O
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course, that could have sonething in it that you could find
with a detector. | don't know anythi ng about it.

BENNY WAMPLER: Do you have anything further?

JIMK SER W'd just ask that the application be
approved as submtted with the subm ssion of the revised
package of exhibits.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mtion to approve, M. Chairnan.

Bl LL HARRI S: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenber say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

DONALD RATLI FF: ['Il abstain, M. Chairnan.

BENNY WAMPLER: One abstention. Merry Christnas to

you.
DON HALL: Merry Christmas to you, too.
BENNY WAMPLER: The next itemon the agenda is a
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petition fromHard Rock Exploration, |Incorporated for pooling
of conventional gas unit HRVAE-2 in the Garden District.
Docket Nunber VGOB-04-1214-1374. W'd ask the parties that
W sh to address to Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman and nenbers of the Board,
JimKiser on behalf of Hard Rock Exploration. Qur wtness in
this matter will be M. Jim Stephens.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

JIMKISER |'mgoing to hand out his resune. He's
not previously testified before the Board. W have a new
appl i cant.

By way of introduction, we have three wells that we
have before you today, Hard Rock 2, Hard Rock 5, and Hard
Rock 9; 9 is last on the docket, but M. Scott, who is
representing Jimhas stated it would be fine with himif we
moved 5 and 9. We're pooling basically the sane parties, if
we nove that one up ahead of his so that we could do these
three together. So, first | would ask if the Board is okay
with us doing that.

BENNY WAMPLER: Are you going to conbi ne these

t hr ee?
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JIMKI SER No, we're not going to conbine them
l"d just like to nove 21 to 16.

BENNY WAMPLER  Got you.

JIMKISER So we don't have to switch places. And
these are all wells that are being drilled in the Pilgrins
Knob Field, which there are field rules established, so the
units are at or about 180 acre units. So the units have been
established. W're just pooling any unl eased interests that

are within these units.

JAMES L. STEPHENS

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Jim state your nane for the record, who
you' re enployed by and in what capacity?

JIMKISER |'msorry.

(Wtness is sworn.)

A My nane is Janes L. Stephens. | work for
Hard Rock Exploration as operations vice president.

Q Ckay. And Hard Rock is certified to do

business in Virginia, is that correct?
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Yes.

Q And you have your bond wth the DGO, is that

correct?

Yes.

And | think you' ve actually applied for five
permts at this point?

Yes.

Q Now, you've not previously testified before
the Board, so before we get into our testinony and start
tal ki ng about what you're trying to do here, why don't you,
in conjunction with your resune that we passed out to the
Board, kind of go through both your educational background
and your work history.

A | basically graduated high school in Chio
and went to the University of Kentucky and got a degree in
geol ogy with a geophysics enphasis. | started out in the oi
and gas industry in the service conpany working for N L
McCaul ey, doi ng open |logging and wire line |logging on oil and
gas wells all over the Appal achian basin. | went fromthat
to working for Ashland Exploration as a drilling foreman and
started doing engineering work, and | was later...l was an
engi neering technician for them | later took on the

responsibility as a drilling engineer for Ashland. Ashland
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sold. | went to work inmmediately with Col unbi a Nat ur al
Resources in the southwest region, which drilled Kentucky,
southern West Virginia and Virginia. | worked as a senior
drilling engineer for two years for them Then | was
pronoted to technical manager and | noved to their southeast
regi on, which took care of nobst of southern West Virginia.
Through the sal e of Colunbia Natural Resources, |
| eft Col unbia Natural Resources with four principles, started
Hard Rock Exploration. W have drilled wells in Wst
Virginia. W've drilled 15 wells, successful wells, in Wst
Virginia. W've acquired the acreage position that we
have...that we are permtting now, and this hearing is about,
fromCL Ritter and we're proposing to drill six wells

sonetinme before sumrer, weather permtting. That's ny

hi st ory.

JIM KI SER You have any questions?

BENNY WAMPLER: Questions from nenbers of the
Boar d?

MASON BRENT: How | ong have you been with Hard
Rock?

A It's been approximately a year. | turned in
a two weeks notice with CNR and they kept ne on six nonths.

So basically 1've worked a year in that capacity.
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MASON BRENT: On your resune it says enployed from

Decenber 2004. | guess you nean 2003.
A Yes, sir. |l'msorry.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

JIMK SER M. Chairman, we ask that M. Stephens
qualifications as a expert witness in the area of |and and
operations be accepted by the Board.

BENNY WAMPLER. W don't qualify them as expert

W t nesses, but we accept himas a w tness, okay.

JIMKISER You'll let himtestify.

Q Jim your responsibilities include the
I and involved in these units and in the surroundi ng area?

A Yes.

Q Are you famliar with Hard Rock's
application to pool any unleased interest in the unit for
wel | nunber two, which was dated Novenber 12th, 20047

A Yes.

Q By the way, before we get into this...a |ot
of this testinony, we submtted revised AFEs whi ch everybody
shoul d have shortly after the original application was
submtted on the 12th. W'II|l get to that, but hopefully you

all have those in your packets. Does Hard Rock Exploration
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own drilling rights in the unit involved here?

A Yes.

Q And prior to filing this application, were
efforts made to contact each of the respondents within the
unit and an attenpt nade to work out a voluntary | ease
agreenent with each of thenf

A Yes.

Q Now, as far as percentage under |ease to

Hard Rock within the unit, at this tine it is 65.51% is that

correct?
A Yes.
And that represents the CL Ritter interest,
correct?
A That's correct.
So at this tine, remaining unleased is
34. 49%
A That's correct.
Q Wi ch represents Tract 3, which is actually

| eased...the conventional oil and gas is actually leased to
CNX Gas Conpany, is that correct?

A Yes.

Q And you have had di scussions wth C aude

Mor gan concerni ng sone sort of voluntary agreenent or
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participation by themin that tract?

A Yes, sir.

Q And going through Exhibit B, Tracts 8 and 9
whi ch were fornerly Buchanan County School Board tracts, have
been deeded to the Industrial Devel opnent Authority of
Buchanan County and you have had di scussions wth, | believe,
Craig Horn, and have a lease in front of himand probably
expect sone tinme possibly even prior to the drilling of the

well to have a voluntary |lease fromthem is that correct?

A That's correct.
Q Then Tract 10 is a Caroline Cole heirs tract
that was originally, | think it was a Harding | ease, then

Virginia Gas | ease, then on to Appal achi an Energy, Frank
Hender son' s conpany when he acquired the assets of Virginia
Gas, and you have had discussions with Frank about sone sort
of assignnment or again participation by hinf

A Yes, we are.

JIMKISER By way of full disclosure, | was
notified by CNX's | andnan today has left, that they think
they may have a couple of those undivided interest owners
under | ease. They provided us with the |eases. Qur title
doesn't show these people. W' Il check it out and if that's

the case, we'll nodify the exhibit and go forward in that

102



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

sense.

Q So subsequent to filing the application, you
have attenpted to reach other voluntary | ease agreenent, for
instance, with---. I'msorry, | left out Tract 2, which is
the Norfolk Southern Railroad. You are working with them on
a |l ease, also, right?

A Yes, we are.

Q You feel that at sone point in tinme, it may
be six, eight, nine nonths because of the nature of the
entity, but you do feel like you'll be able to get a
voluntary |l ease wwth them also?

A Yes, we do.

Q Ckay. So you've contacted everybody and
attenpted to either obtain a voluntary oil and gas | ease or
sone sort of agreenent in the case of another oil and gas
| essee, sone sort of voluntary agreenent regarding the
devel opnent of the unit?

A Yes.

Q Ckay. W don't have any unknown or
unidentifiable parties in the unit?

A No.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
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her ei n?
A Yes.
Q Are the addresses set out in Exhibit Bto
the application the |ast known addresses for the respondents?
A Yes.
Q Are you requesting the Board to force poo

all the unleased interests |isted at Exhibit B-37?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes, we are.
Coul d you advise the Board as to what those
are?

A Five year bonus, five year term and an

eighth royalty.

Q Fi ve doll ar bonus?
A Five dollar bonus, |'m sorry.
Q Ckay. In your opinion, do the terns you

just testified to represent the fair market value of and fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A. Yes.
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Q As to those respondents who renmai n unl eased,
do you agree that they should be allowed the follow ng
options statutory options with respect to their ownership
interest wwthin the unit: One, participation; two, a cash
bonus of five dollars per net mneral acre plus a one-eighth
of eight-eighths royalty; three, in lieu of a cash bonus and
one-eighth of eight-eighths royalty, a share in the operation
of the well on a carried basis as a carried operator under
the followi ng conditions: Such carried operator shall be
entitled to the share production fromthe tracts pool ed
accruing to his interest exclusive of any royalty or
overriding royalty reserved in any | eases, assignnents
thereof, or agreenents relating thereto of such tracts but
only after the proceeds applicable to his share equal A 300%
of share of such costs applicable to the interest of the
carried operator of a |leased tract or portion thereof; or B)
200% of the share of such costs applicable to the interest of
the carried operator of an unleased tract or portion thereof?

A Yes.

Q Do you recommend that the order provide that
el ections by respondents be in witing and sent to the
applicant at Hard Rock Exploration, Inc., P. O Box 13059,

Charl eston, West Virginia 25360, attention Jim Stephens,
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regul at ory?

A Yes.

Q Should this be the address for all
communi cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten election is properly nmade by respondent, then
such respondent should be deened to have el ected the cash
royalty option in lieu of participation?

A Yes.

Q Shoul d unl eased respondents be gi ven 30 days
fromthe date the is executed to file their witten
el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given 45 days to pay for their
proportionate share of well costs?

A Yes.

Q Does the applicant expect the party el ecting
to participate to pay in advance that party's share of actua
conpleted well costs?

A. Yes.

106



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Q Do you recommend that the order provide that
if the respondent elects to participate but fails to pay the
proportionate share of well cost satisfactory to the
applicant for the paynent of those costs, then their election
to participate should be treated as having been w t hdrawn and
voi d?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to that respondent be paid within 60 days after the
| ast date on which such respondent could have paid or nade
sati sfactory arrangenents for paynent of those well costs?

A Yes.

Q This is a conventional well, we don't have
any unknown interest owners, so in this particular case, we
do not need the Board to establish an escrow account, is that
correct?

A That's correct.

Q And who shoul d be nanmed operat or under any
force pooling order?

A Hard Rock Exploration, |ncorporated.

Q And what's the total depth of the proposed
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wel | ?

A
Q

5200 feet.

Is the

pool i ng of conventi onal

applicant requesting the force

gas reserves,

designated formations in your permt,

formations excl udi ng coal

not only to include any

but any ot her

formati ons which may be between

those formations designated fromsurface to total depth

drill ed?

unit?

o > O »

submtted to the
A
Q
A
Q
know edgeabl e in
A

Q

Yes.

VWhat are the estinmated reserves for the

400 mllion cubic feet.

Are you famliar wth the well

Yes.

Has an AFE been revi ewed,

Boar d?

Yes.

costs?

si gned and

And that AFE was signed by you, | believe?

Yes.

It was prepared by your departnent,

the preparation of AFEs?

Yes.

I n your

pr of essi onal

108

opi ni on,

does it



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

represent a reasonable estimate of the well costs?

A Yes, it does.

Q Coul d you state for the Board both the dry
hol e cost and conpleted well cost for this well?

A Dry hole cost will be $176,086.25. The

conpleted well cost will be $423, 314. 25.

Q And that includes all pipeline cost?
A Yes.
Q And that was the reason for submtted this

second AFE?

A Yes.
Q The first AFE didn't include pipeline cost?
A The spreadsheet that was...the AFE that was

submtted was not adding...they were there, but it was adding
to the bottomline. It was to correct a m stake.

Q Ckay. And do these costs anticipate a
mul tiple conpletion?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the

granting of this application be in the best interest of the
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conservation, the prevention of waste, and the protection of
correlative rights?

A Yes.

JIMKISER  Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER:  Questions from nenbers of the

Boar d?
Q Your location is within the interior w ndow?
A Yes.
BENNY WAMPLER:  You got an existing CBMwell? 1Is

t hat showi ng 350 feet next to the proposed well?
JIM KI SER Uh- huh.

BENNY WAMPLER:  Any questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

JIMK SER M. Chairman, we'd ask that the
application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER:  Second. Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. The next item on

the agenda is a petition fromHard Rock Expl orati on,
| ncorporated for pooling of conventional gas unit HRVAE-5,
Garden District, Buchanan County. Docket Nunmber VGOB-04-
1214-1375. We'd ask the parties that wish to address to
Board in this matter to cone forward at this tine.

JIMKISER  Again, M. Chairman, JimKiser and Jim
St ephens on behalf of Hard Rock. This particul ar
application, we initially sent it out with some m stakes on
Tract 2. We refiled it within the statutory period with the
correct interest on there. And it also had a latter filed
AFE that added all the cost in including the pipeline cost.
Hopeful | y everybody has the correct information in their
packet. This particular 180 acre unit only had two tracts in
it, and Tract 2 we're pooling because it's under |ease to EOCG

Resour ces.
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JAMES L. STEPHENS, JR

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Stephens, if you'd again state your nane
for the record, who you' re enployed by and in what capacity?

A Janmes L. Stephens, Jr., vice president of
operations for Hard Rock Expl oration.

Q And your responsibilities include the
I and i nvol ved here and the surroundi ng area?

A Yes.

Q And does Hard Rock Exploration own drilling
rights in the unit involved here?

A Yes.

Q And prior to filing the application, did you
contact EOG Resources and talk to them about working out
sone sort of voluntary agreenent, whether it be assignhnent,
or format, or joint operating agreenent, or talk to them
about their participation in this unit, either directly or
indirectly?

A Yes.

Q And those negotiations and tal ks are
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ongoi ng?
A Yes.
Q Now, what is the interest that is under
| ease to Hard Rock within the unit?
A 65. 66% of the unit.
Q And that is represented by Tract 1, which is
the Ritter |ease?
A Yes.
Q And the percentage of the unit renains
unl eased at this tinme is 34.34%
A Yes.
Q Which is represented by the Yukon Pocahont as

et al tract, which is Tract 2 in the unit?

A Yes.

Q And they are set out as an unleased party in
Exhi bit B-3?

A Yes.

Q W don't have any unknown interest owners?

A No.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
her ei n?

A Yes.
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Q Are the addresses set out in Exhibit Bto
the application the |ast known addresses for the respondents?

A Yes.

Q Are you requesting the Board to force poo
all the interests listed at Exhibit B-3, which is Tract 2 for

this unit?

A Unl eased i nterest, yes.

Q Again, are you famliar with the fair market
value of drilling rights here and in the surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A Five dollar bonus, five year term and an

eighth royalty.

Q Al right. In your professional opinion, do
the ternms you just testified to represent fair nmarket val ue
of and fair and reasonabl e conpensation for drilling rights

to be paid within this unit?

A Yes.
Q To pay for drilling rights within this unit?
A Yes.

JIMKISER M. Chairman, if we could again at this

time, regarding the options that will be afforded ECG
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Resources under the statute that we previously took testinony
on in VGEOB nunber 04-1214-1374, we'd ask that they be
i ncor porated for purposes of this hearing?

BENNY WAMPLER: They wi || be incorporated.

Q We don't have any reason to establish an
escrow account for this unit, is that correct?

A That's correct.

Q And who shoul d be naned operator under any

force pooling order?

A Hard Rock Exploration, |ncorporated.

Q And what's the total depth of the proposed
wel | ?

A 5450 feet.

Q Are we requesting the force pooling of these

conventional gas reserves, not only to include designated
formations, but any other formations excluding coal
formati ons which nay be between those fornations designated

fromthe surface to total depth drilled?

A Yes.

Q And the estimated reserves for this unit?
A 400 mllion cubic feet.

Q Are you famliar with and actually prepared

the AFE that was filed as Exhibit Cto this application?
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Yes.

Q I n your opinion, does it represent a

reasonabl e estimate of the well costs?
Yes, it does.

Q Coul d you state for the Board what those
are?

A Dry hole costs are $188,417.50. Conpl eted
wel | cost is $400, 375 even.

Q And do these costs anticipate a multiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, wuld the
granting of this force pooling application be in the best
interest of the conservation, the prevention of waste, and
the protection of correlative rights?

A Yes.

JIMKISER  Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

Ki ser?
JIMK SER M. Chairman, we'd ask that the
application be approved as subm tted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mbdtion to approve.

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval. W go to nunber

21, the last itemon the Board's agenda. W call the
petition from Hard Rock Exploration, Incorporated for
creation and pooling of conventional gas unit HRVAE-9, in
the Garden District. Docket Nunber VGOB-04-1214-1381. W'd
ask the parties that wish to address to Board in this matter

to cone forward at this tine.
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JIMKISER M. Chairman and nenbers of the Board,
again, JimKiser and Ji m Stephens on behal f of Hard Rock
Expl orations. This particular unit has four tracts, Tracts
1, 2 and 4 being CL Rtter tracts that are under |ease by
Hard Rock; and again, Tract 3 being a Yukon Pocahontas et al
tract that is under |ease to EOG Resources. So it's sonewhat
the sanme situation as well nunber five, |less of a percentage

that's unl eased, only 20.5%

JAMES L. STEPHENS, JR

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q Again, M. Stephens, if you' d state for the
Board who you're enpl oyed by and what capacity, and do your
responsibilities include the land involved here and the
surroundi ng area?

A My nane is Janes L. Stephens, Jr. | work
for Hard Rock Exploration as vice president of operations.
What was the last part of that, M. Kiser?

Q Do your responsibilities include the
 and i nvol ved here?

A Yes, it does.

Q All right. And are you famliar with the
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application we filed seeking to pool the interest represented
in Tract 3 for Hard Rock Unit No. 9, and that application was
dat ed Novenber 12th, 2004?

A Yes.

Q And does Hard Rock own drilling rights in
the unit involved here?

A Yes.

Q And prior to filing the application, have
you tal ked with representatives at EOG regardi ng sone sort of
vol untary agreenent and/or participation by themin this
unit?

A Yes.

Q And the interest of Hard Rock Exploration
under lease in this particular unit is 79.50%

A Yes.

Q And the percentage is represented by Tract 3
that is unleased as 20.50%

A Yes.

Q And Tract 3, the tract that we're force
pooling is set out in Exhibit B-3?

A Yes.

Q I n your professional opinion, was due

diligence exercised to | ocate each of the respondents naned
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in Exhibit B?

A Yes.

Q Are the are the addresses set out in Exhibit
B the | ast known addresses for the respondents?

A Yes.

Q Are you requesting the Board to force poo

the interests |listed at Exhi bit B-3?

A Yes.
Q Again, are you famliar with the fair market
value of drilling rights in the unit here and in the

surroundi ng area?

A Yes.

Q Coul d you advise the Board as to what those
are?

A Five dollars an acre bonus, five year term

and an eighth royalty.

Q Al right. [In your opinion, do the terns
you just testified to represent fair market value of and fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

JIMKISER  Again, M. Chairman, regarding the

statutory el ection options afforded any unl eased respondents
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and the tine periods in which they can make those, we ask
that the testinony fromour hearing 04-1214-1374 be
i ncor porated for purposes of this hearing?

BENNY WAMPLER: They wi || be incorporated.

Q Again, M. Stephens, we do not need to
establish an escrow account for this unit, is that correct?

A No, we don't.

Q And who shoul d be naned operator under any

force pooling order?

A Hard Rock Exploration, |ncorporated.

Q And what's the total depth of the proposed
wel | ?

A 5710.

Q And this will be...we're asking...

requesting the force pooling of conventional gas reserves,
not only to include designated formations, but any ot her
formations excl uding coal fornmations which may be between
those formations designated fromthe surface to total depth
drilled?

Yes.

And the estimated reserves for this unit?

400 mllion cubic feet.

o > O »

Did you prepare an AFE as Exhibit Cto this
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application?

A. Yes.

Q I n your professional opinion, does it

represent a reasonable estimate of the well costs?

A. Yes.

Q Coul d you state the dry hole cost and the

conpleted well cost for this well?

A Dry hole costs are $196, 702.50. The

conpl eted well cost are $418, 146 even.

Q And do these costs anticipate a nmultiple

conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge

for supervision?

A. Yes.

Q I n your professional opinion, wuld the

granting of this application be in the best interest of the

conservation, the prevention of waste, and the protection of

correlative rights?

A. Yes.

JI M KI SER

time, M. Chairnmn.

Not hing further of this witness at this

BENNY WAMPLER: Questions from nenbers of the
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Boar d?

you will,

MASON BRENT: M . Chai r man.

BENNY WAMPLER: M. Brent.

MASON BRENT: | just have one small request. |If

on your future AFEs...| notice these revised one

have no approval date on them

A Ckay.
MASON BRENT: |f you could, include a date that

t hey are approved.

Boar d?

Ki ser?

A. Yes, sir.

BENNY WAMPLER. O her questions from nenbers of the

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further, M.

JI' M Kl SER: M. Chairman, we'd ask that the

application be approved as submtted.

BENNY WAMPLER: Is there a notion?

JIM MINTYRE: Mdtion to approve.

PEGGY BARBAR: | second.

BENNY WAMPLER:  Any further discussion?

(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying
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yes.
(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

BOB W LSON: M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB WLSON: Let nme ask just for clarification. It

sounds like all of these units are probably going to have
sone resol ve issues, but there's no voluntary agreenents. Am
| correct in assumng that the Board order will reflect the
application and the tracts that are bei ng pool ed today, and
that anything that changes in the future will be handled in a
suppl enental order?

JIMKISER  That would be ny w sh.

BENNY WVAMPLER: | woul d think that that would be

handl ed that way. | nean, | don't...I'"mleaving it open for
the Board to have any concern about that, but typically as
|l ong as we've got a supplenental order wth the backup
docunent ati on.

JIMKISER Wth the affidavit?

BENNY WAMPLER.  Wth the affidavit, right. Merry

Christmas to you.
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JIMK SER  Merry Christmas to you.

BENNY WAMPLER. The next itemon the agenda is a

petition from GeoMet QOperating Conpany, |ncorporated for
pooling of coal bed nethane unit Rogers 164 CBM Unit GC- 46.
Docket Nunber VGOB-04-1214-1376. W'd ask the parties that
W sh to address to Board in this matter to cone forward at
this tine.

TIM SCOTT: It’s not as bad as it looks I promise.

(M. Scott passes out exhibits.)

TIMSCOTT: |I'mgoing to brown-nose a little bit.
W' ve been dealing with a board up in West Virginia. You all
are a Rolls Royce, 1'Il tell you that.

SHARON PI GEON: Thank you.

DONALD RATLIFF: We're not through with you yet.

TI M SCOTT: Don't be nmean now.

BENNY WAMPLER:  Regar dl ess of what we do to your

attorney, we welcone you to Virginia.

DONALD D. PATTON: W appreciate that.

TIM SCOTT: As with the prior applicant, GeoMet is
new to the area, as well. So one of the things I'mgoing to
do to start with, | have two gentlenen here who are going to
be testifying. One of the gentlenen, M. Taylor, has not

testified before, so I'"'mgoing to provide you wth his resune
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to start wth.

|"m Tim Scott and the gentlenen who are with ne to
testify today are Don Patton and Jeff Taylor. |If you al
want to be sworn in.

(Both w tnesses are sworn.)

BENNY WAMPLER: The record will show there are no

others. You may proceed.

TI M SCOTT: Thank you, M. Chairman. | have with
me a copy of M. Patton's resune, although he has been
qualified to testify as an expert wtness before. |If the
Board needs those copies, |I'll provide them but otherw se,
he has been qualified. Do you all need his resune? This is
on land matters.

BENNY WAMPLER. | f you have it, since we have sone

new Board nenbers, it wouldn't hurt to pass it out.
TIM SCOTT: | say that and | probably won't be able

to get nmy hands on it.

DONALD D. PATTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOTT:
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Q M. Patton, would you please state your

nane, full nane?

A My nane is Donald D. Patton.
Q And by whom are you enpl oyed?
A l|"mcurrently enployed as consulting | andman

w th GeoMet QOperating Conpany, Inc.

Q | s GeoMet the applicant here?

A Yes, they are.

Q And what is your job description, please?
A Basically, nmy job description at this point

intime is |andowner relations, |ease acquisitions,

court house research

Q Are you famliar with GeoMet's application
for the establishnent of a drilling unit and seeki ng pooling
of unleased interests for this particular well, the

application having been filed Novenber the 12th?
A | am
Q Is this unit |ocated within the Gakwood

coal bed gas field nunber one?

A Yes, it is.

Q And does it contain 80 acres?

A Yes, it does.

Q Does GeoMet own drilling rights in this
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unit?

A Yes, they do, sir.

Q Are there any respondents who are listed on
Exhi bit B who shoul d be dism ssed fromthis application?

A No, there are not.

Q Are ongoing efforts being nmade to reach
vol untary agreenent with those parties listed on Exhibit B?

A Yes, they are.

Q How was notice provided to the respondents
listed in Exhibit B?

A In two ways; first by certified mail return

recei pt requested; then also, official publication.

Q Where was notice published?

A In---.

Q What newspaper? Was it the Bristol Herald
Courier?

A Yes, it was. [|'msorry. Thank you.

Q Has a proof of publication and mai

certification been provided regarding this application?

A Yes, it has.

Q Are there any unknown owners in this unit?
A Not to ny know edge, sir.

Q And you have tried to locate the parties in
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the unit?

A Yes, we have.

Q | s GeoMet authorized to do business in the
Commonweal t h?

A Yes, they are.

Q And has it registered with the Departnent of

M nes, M nerals and Energy?

A Yes, it has.

Q Does it have a bl anket bond on file?

A Yes, it does.

Q Are you famliar with the lease terns in

this area?

A. Yes, | am
Q And what woul d those | ease terns be?
A. Current market value, |lease terns that we're

offering in the area is $20 per acre bonus, one-eighth

royalty, five year primary termand five dollar rentals.

Q And does this, in your opinion, represent a
fair and reasonable value for drilling rights---7?

A Yes.

Q ---in this area?

A Yes, it does.

Q What percentage of the coal estate does
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CeoMet have under

A
Q

estate?

apol ogi ze.
A
Q

| ease?
In the Rogers 164, 92.76%

Ckay. And what percentage of the coa

That was the coal estate.

|"msorry, the oil and gas estate? |

81. 165%

Ckay. Wiat percentage of the oil and gas

estate does GeoMet seek to pool ?

A
Q
A
Q
requi renent ?
A
Q
E?
A
Q
unl eased parties

A
Q

The oil and gas estate is 18.835%
And what about the coal estate?
7.24%

Wth regard to this unit, is there an escrow

Yes.

Has that been provided to the Board, Exhibit

Yes.

Are you requesting the Board to pool the
i sted on Exhibit B?

Yes, we are.

And are you requesting that GeoMet be naned

130



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

operator for this unit?

A. Yes, we are.

TI M SCOTIT:

Does the Board have any questions?

BENNY WAMPLER:  Any questions from nenbers of the

Boar d?

MASON BRENT: Exhibit E that you passed out, that's

not a revised E?

TIM SCOIT: That's the one that we didn't get to
you in the outset. Yes, sir.
BENNY WAMPLER: | ' m not hearing any questions of

this witness. W'l

call your other w tness.
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JEFFERY HAROLD TAYLOR

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Taylor, would you state your full nane

for the record?

A Jeffery Harold Tayl or.

Q And by whom are you enpl oyed?

A GeoMet Operating Conpany, | ncorporated.

Q Now as | indicated to the Board earlier, you

have not qualified to testify as an expert before, have you
not ?

A No, | haven't.

Q As a bit of background, and give us your
educati onal and work experience, if you would, please?

A Ckay. Gaduated Virginia Tech in 1992 with
a Bachel or of Science in mning engineering. | went to work
in the coal fields imrediately thereafter for a snaller coa
conpany, and probably six nonths later I went to work for
Consol i dati on Coal Conpany at their Buchanan m nes as genera
underground utility work. Wiile | was there | perforned

several different functions and | cane out of the coal m nes
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and went into their degas operations.

In the degas operations, | worked as a conmand
center operator for a period of tine. Fromthere | was
pronmoted to shift supervisor over nost all their gob wells in
t he Pocahontas Gas Partnership area. A little while later we
were partnered up with Conoco, Inc. at that tinme, and
Conoco. ..l was lent out to Conoco at that tinme as an
assistant engineer. Shortly thereafter, Conoco made ne an
offer as a project engineer and | went wth Conoco until the
point of their sale out of the Pocahontas Gas Part nership.

At that tinme, | went back with Consol Energy, and I was a
proj ect engineer, noved on into the production foreman roll.
In February 2003, | went with GeoMet Operating Conpany as
project engineer. In August of '03, | was pronpted into the

proj ect manager roll and currently there today.

TIM SCOTT: Any questions from nenbers of the
Boar d?

BENNY WAMPLER: Questions fromthe Board?

BILL HARRIS: | just---.

BENNY WVAMPLER® M. Harris.

BILL HARRI'S: Actually not about the background or

anything. One of your...this is just for ny own personal

i nformati on. That command center operator, when you were
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doi ng the nethane levels, there's a reference here that says
the systemwas al nost totally automated control using PLC
technology. This is nore personal than for the Board.

A Basi cal ly, sonme of you all nay have visited
their facilities, but it's a big conputer room W can
monitor all the gas wells, the quality of the nethane that
was producing. And we could also nonitor the nethane |evels
wWithin the mnes. At that tinme | think it was VP-8, Island
Creek VP-8, VP-5, and the Buchanan m nes. And based on the
nmet hane | evel s, we nade decisions on how to operate the
wells. As the nethane levels rose in the mnes, sonetines we
had to vent the wells to the atnbsphere because we had to
basically pull on themso hard that the gas quality woul d
di m ni sh bel ow pipeline quality, as PLC is progranmable |ogic
control

BILL HARRI'S: Thank you.

BENNY WAMPLER:  Any ot hers?

(No audi bl e response.)

BENNY WAMPLER:  Thank you.

TIM SCOTT: | would ask, of course, that M.
Taylor's testinony be considered an expert...be considered an
expert witness in technical matters.

BENNY WAMPLER:  You probably heard ne say we don't
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qualify them as expert---.

Sorry.

TIM SCOIT: Onh, that's right.

BENNY WAMPLER:  ---we accept himas a w tness.

TIM SCOTT: Ckay.
BENNY WAMPLER:  You may proceed.

TI M SCOTT: | said that and then had an ol d nonent.

BENNY WAMPLER:  That' s okay.

Q M. Taylor, are you famliar wth the

application, GeoMet's application, currently before the

Boar d?

A. Yes.

Q Are you famliar with the total depth of

this proposed well ?

i nt er est

A Yes.

Q And what woul d that be?

A 1920 feet.

Q Are you requesting that the Board...that the

listed on the application be pooled, all the

formations, target formations?

unit?

A. Yes.

Q And what are the reserve estinmates for this
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A 1.4 BCF.
Q Are you famliar also with the well cost for

this proposed wel | ?

A Yes.

Q And what would the dry hole estinmated cost
be?

A Approxi mately $125, 000.

Q And what about the conpleted well cost?

A Appr oxi mat el y $325, 000.

Q Did you participate in preparing an AFE,

whi ch has been submtted to the Board?

A Yes.
Q Ckay. Was this AFE prepared by an
engi neering departnent with know edge of drilling costs?
A Yes, nyself with the managers in our area.
Q Ckay. Does...do you have a supervision cost

[ine itemon this AFE?

A Yes.

Q You do. In your opinion, would granting
this application be in the best interest of conservation and
protection of correlative rights?

A Yes.

TIMSCOTT: That's all | have, M. Chairman, for
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this w tness.

BENNY WAMPLER:  Just a couple of things to clean

up. O course, interesting for the Board to hear 1.4 PCF.
We usually hear 400 mllion cubic feet. It's good to hear
that. 1t's good to hear different nunbers. C ean up on sone
of the testinony, your application says one thing and your
AFE says another...or your testinony says another. And I
don't nean anything by that, other than just for
clarification.

TIM SCOIT: What is the conflict, M. Chairnman.
Wwe'll fix that.

BENNY WAMPLER:  There's...on the total anount, you

have an estimate of 325 and it actually says here 323, 059.
TIM SCOIT:  Yes.
BENNY WVAMPLER: | s---7

TIM SCOTT: The application...this is correct.
A That's correct. | said approximately 325.

BENNY WAMPLER: Right, | understand. |'m not

trying to pick on you. Also, the BCF was |isted, the
estimated |ife of the proposed well was 658 to 1056 mllion
cubic feet in your application and you said 1.4 BCF. Here
again, I'mnot trying to pick on you, I'mjust trying to get

clarification because if it ever cones up down the road, we
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had it clarified. That's on the second page of your

appl i cation, paragraph E

A Yes,

| see it.

BENNY WAMPLER: So, is 1.4 BCF what you think it

woul d be?

A Yes,

| think that's our newest nunber.

BENNY WAMPLER: That's fine. W'Il| take that as

testinony today. You may proceed.

TI M SCOTT:

| ask that the application be approved

as submtted, M. Chairman.

BENNY WAMPLER: Questions from nenbers of the

Boar d?

BOB W LSON:

M . Chai r man.

BENNY WAMPLER: M. WIson.

BOB W LSON:

Can | pick on himjust a bit, too?

BENNY WAMPLER:  You nay.

BOB W LSON:

You have supplied us with a |ist of

notifications and the tracking nunbers, the mail track

nunbers, that sort of thing.

TI M SCOTT:
BOB W LSON:

Yes.

Wul d appreciate it if you would file

copies of the green cards that you actually got back.

TI M SCOTT:

|'ve got themright here.
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BOB WLSON: |If we have the tracking nunbers, it's

sufficient that we could check if it's necessary, but we
prefer to have the green cards.
TIM SCOTT: W will have those delivered to you.

actually called and asked about that yesterday, M. WIson,

and was told this was sufficient. But |'ll get those to you.

BOB WLSON: Sorry about that.

TIM SCOIT: That's all right. That's okay.
BENNY WAMPLER:  Any ot her questions?

TIMSCOTT: |If | had a copier, I'd do it for you
right now, but 1'lIl do that when | get back.
BENNY WAMPLER: Do you have anything further, M.

Scott?
TIM SCOTT: No, sir.
DONALD RATLI FF: Mbve to approve.

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
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(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  You have approval

TIM SCOIT: M. Chairman, the next itemis also a
pool i ng application, and each of these applications that we
have before the Board today involve what we like to call the
Rogers cousins, and when we get to the latter three, they're
the only parties to be pool ed; and the reason for the
difference in the Exhibit Bis that their ownership in each
of these tracts is not consistent. So | would like, if I
could, to consolidate the |last three of these applications as
far as testinony is concerned. This one is different, as
well as 164, if that would be acceptable to the Board.

BENNY WAMPLER: We'll do that. The next item on

the agenda is a petition from GeoMet QOperati ng Conpany,
| ncorporated for pooling of coal bed nethane unit Rogers 165
CBM Unit C- 47, CGarden District. Docket Number VGOB-04-1214-
1377. W'd ask the parties that wish to address to Board in
this matter to cone forward at this tine.

TIM SCOTT: Again, M. Chairman, Tim Scott, Don
Patton and Jeff Taylor for GeoMet Operating.

BENNY WAMPLER:  The record wll show there are no
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others. You may proceed.

DONALD D. PATTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOIT:

Q M. Patton, again, would you state your nane

for the record?

A Yes, Donald D. Patton.
Q And by whom are you enpl oyed?
A As a consulting |andman with GeoMet

Oper ati ng Conpany, Inc.

Q And your job description, please?

A Basically as a contract | andman, | ease
acqui sition, negotiations, courthouse work and | andowner
rel ations.

Q Are you famliar with GeoMet's application
for this particular unit?

A | am sir.

Q Is this unit also |ocated in the Gakwood

coal bed gas field nunber one?

A Yes, it is.
Q And it contains 80 acres?
A Yes, it does.
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Q Does GeoMet own drilling rights in this
particular unit?

Yes, they do.

Q Are there any respondents |listed as unl eased
on Exhibit B that should be dism ssed fromthe application?

A No, sir.

Q Are ongoing efforts being nade to contact
and enter into voluntary agreenents with these unl eased
parties?

A Yes, they are.

Q How was notice provided to the respondents
listed on Exhibit B?

A In two manners, certified mail return

recei pt requested, and official publication.

Q And where was notice published?
A In Bristol Herald Courier.
Q Are the | ast known addresses of the

respondents listed on Exhibit B to the pooling application?
A Yes, they are.
Q And have you filed proofs of publication and
mail certifications with regard to mailing with the Board?
A Yes, we have.

TIM SCOTT: And, M. WIlson, we'll provide you with
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t hose green cards on this one as well.

Q W' ve already established that GeoMet is
aut hori zed to conduct business in Virginia?

A Yes.

Q Has registered with the Departnent of M nes,
M neral s and Energy, and does have a bond on file?

A That is correct.

Q Are you famliar with the | ease terns that
you woul d provide to unl eased parties with the coal bed

met hane | ease?

A Yes, sir.
Q And what woul d those terns be?
A Twenty dollars per acre bonus, one-eighth

royalty, five year primary termand five dollar del ay
rentals.

Q And do you think that those terns represent
a fair and reasonabl e conpensation for drilling rights for a
coal bed nethane lease in this are?

A Yes, they do.

Q What percentage of the coal estate does
GeoMet have under | ease?

A At this point in tinme 84.29%

Q And what about the oil and gas estate?
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A 68. 9215%
Q What percentage of the oil and gas estate

are you seeking to pool?

A O the oil and gas estate, 31.07875%
Q And what about the coal estate?

A 15. 71%

Q Does this unit also require an escrow

requirenent?

A Yes, it does.

Q Ckay. And has an Exhibit B submtted to the
Boar d?

A Yes.

Q Are you requesting the Board to pool the

unl eased parties listed on Exhibit B?

A Yes, sir, we are.

Q And are you requesting that GeoMet be naned
operator for this unit?

A Yes, sir, we are.

TIM SCOTT: That's all the questions | have for
this witness, M. Chairnman?

BENNY WAMPLER: You had a hand out for GC-47. D d

you cover that?

TIMSCOTT: That's E, is it not?
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1 BENNY WAMPLER: It's Exhibit E. Has it been

2 nodified?
3 TIM SCOIT: No, sir. No, sir. W did not provide

4 those at the outset, and so we brought those to the hearing

5 with us---.
6 BENNY WAMPLER:  Ckay.
7 TIM SCOIT: To be included as part of the

8 application.

9 BENNY WAMPLER: | just wanted to get that on

10 record.

11 TI M SCOIT: Ckay.

12 BENNY WAMPLER. Ot her questions from nenbers of the

13 Board of this w tness?

14 (No audi bl e response.)

15 BENNY WAMPLER:  Cal | your next w tness.
16 TI M SCOIT: Ckay.

17 JEFFERY HAROLD TAYLOR

18 DI RECT EXAM NATI ON

19 QUESTIONS BY MR SCOIT:

20 Q M. Taylor, would you state your nane,

21 pl ease?

22 A Jeffery Harold Tayl or.
23 Q And by whom are you enpl oyed?
24
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A GeoMet Operati ng Conpany, | ncorpor at ed.

Q Are you famliar with GeoMet's application
for this particular unit?

A Yes.

Q Are you famliar with the total proposed

depth of this well?

A Yes, | am

Q And what woul d that be?

A 2,021 feet.

Q Are you requesting...let's see---.

TIM SCOTT: M. Chairman, the AFE that we provided
has a total depth estinate of 2,050 feet, and that should be
what, M. Taylor?

A 2,021.

TIMSCOTT: So | wll provide a revised Exhibit C
to the Board.

BENNY WAMPLER: Ckay.

TIM SCOTT: As soon as we get that prepared and
signed off on. M. Taylor said there's new infornation about
that total depth.

SHARON PI GEON:  What was that again? [|'msorry.

TIM SCOTT: It's 2,000---.
A 21.
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TIM SCOTT: ---21 feet.
Q Are you famliar with the estinmted reserves

of this unit?

A Yes.

Q And what woul d t hose be?

A 638 mllion to 1.036 BCF.

Q Are you also famliar with the well cost for

this proposed well?

A Yes.

Q And what is the estimate dry hole cost?
A 125, 000.

Q Ckay.

Q The wel |l cost being $325, 975.

Q Did you participate in preparing an AFE for
this particular well?

A Yes.

Q Ckay. Does the AFE include a reasonable
charge for supervision?

A Yes.

Q And in your opinion, wuld the granting of
this application pronbte conservation and prevent waste and
protect correlative rights?

A. Yes.
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TIM SCOIT: That's all the questions |I have for M.
Tayl or.
BENNY WAMPLER:  Questions from nenbers of the

Boar d?

Bl LL HARRI S: M. Chairman, | notice...|l know we

asked a question about dry hole cost, but we don't have that
listed separately. | nmean, the amobunt we have...we have a
drill and then conpleted. Was it |isted sonewhere else? |
t hi nk you nentioned 125, 000. W have a 138,200 and 187.

A Yeah, and basically those two costs are to
drill and to conplete. The...what would cone out of that,
the dry hole, would be the production casing and the
cenenting, $12,500, and $15,694 for production casing. And
also the wire line | ogging case toll

TIM SCOTT: But the dry hole costs would incl ude
pl ugging, is that correct?

A Yes.

BILL HARRIS: M. Chairman, is it traditional that

we have that separated out? | know that different conpanies
do that differently, but if we're going---.

BENNY WAMPLER:  Typically, if it's going to be

testified to, you need to show it on here.

TIM SCOTT: Ckay.
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BILL HARRIS: So we should have a separate col um

then for the dry hole where those anobunts are renoved?

BENNY WAMPLER: Well, at least the total identified

so that it would cone up and be identified as dry hol e costs,
however they do it.

TIM SCOIT: We'll do that.

BENNY WAMPLER: Ot her questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

TIM SCOTT: No, sir. | just ask that this
application be approved.

BENNY WAMPLER: Is there a notion?

DONALD RATLI FF: Motion to approve, M. Chairnman.

JIM M| NTYRE: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER.  All in favor, signify by saying

yes.
(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)
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BENNY WAMPLER

under stand you correctly,

t he next three?

You have approval. Now, did I

that you're requesting to conbine

TIM SCOIT: M. Taylor does have sonething he'd

like to clarify with the

Boar d.

JEFFERY TAYLOR On the 164, the reserve nunber

BCF, that was a gas in place nunber. As this reads under

1.4

par agraph B, they estimate the production over the |ife of

t he proposed well, and |

that and | apol ogi ze for

woul d li ke to go back and correct

nmy m st

BILL HARRIS: So 164.

JEFFERY TAYLOR

BENNY WAMPLER

saying it should be?

JEFFERY TAYLOR

appl i cation.

BENNY WAMPLER

Yes,

Nunber

ake there.

on the previous one.

16. What nunber are you

It should be what is in the

Ckay.

Bl LL HARRI S: You know, since these are

estimated---. Well, | guess that's a w de range, though.

mean, | don't know how particular we need to be about the

nunbers, but | nean, if it's well over the nunber mentioned,

| think that's what nmay have happened earlier.

BENNY WAMPLER

Yeabh,

150

he just clarified that.



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

Bl LL HARRI S: Needs to be clarified.

TIMSCOIT: | was just in a different mnd set
there. | apol ogi ze.

BENNY WAMPLER. M. Scott, did you request to

conbi ne 18, 19 and 207
TIM SCOTT:  Yes, sir, | sure did.
BENNY WAMPLER:  |'Il call those, a petition from

GeoMet Operating Conpany, |ncorporated for pooling of coal bed
met hane unit Rogers 167 CBM Unit B-45, Docket Nunber VGOB- 04-
1214-1378; and a petition from GeoMet Qperating Conpany,

| ncorporated for pooling of coal bed nethane unit Rogers 168,
CBM Unit C-44, Docket Nunmber VGOB-04-1214-1379; and finally,
a petition from GeoMet Operati ng Conpany, |ncorporated for
pool i ng of coal bed nethane unit Rogers 169 CBM Unit B-44,
Docket Nunber VGOB-04-1214-1380. W'd ask the parties that

W sh to address to Board in these matters cone forward at
this tine.

W' re di scussing your handout of the exhibits that
were not included in the original application, of howto
treat those, whether or not to treat them as revised.

TIM SCOTT: Well, they wouldn't be revised if they
weren't there to begin wth.

SHARON PI GEON:  They're revised fromwhat you filed
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originally.
TIM SCOTT: Wi ch woul d have been, they were not
i ncluded in the original.

BENNY WAMPLER: He didn't have it fil ed.

TI M SCOTT: Yes, ma'am

SHARON PI GEON:  They shoul d be noted as revised on

t he order.

TI M SCOTT: Yes, nma' am That's correct.

DONALD D. PATTON

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. Patton, just as a prelimnary matter, we
had di scussed just a nonent ago that the parties here to
be... that we're asking to be pooled in these particular
units are the sane individuals, are they not?

A Yes, they are.

Q And typically we call those individuals the
Rogers cousins, and they don't talk to anybody about
anything. So we'll go over this and what |1'll do when we get
to M. Taylor is we'll take each of the wells individually as
far as cost and so on, but this information should be fairly

general .
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Q Wul d you state your nane, please?

A My nane is Donald D. Patton.

Q And by whom are you enpl oyed?

A GeoMet Operating Conpany, |nc.

Q And what is your job description, please?
A As a consulting | andman, | ease acquisition,

negoti ations, title exam nation and | andowner relations.

Q Are you famliar with GeoMet's application
for these particular...these three units?

A Yes, sir, | am

Q Are these units located in the OGakwood

coal bed gas field nunber one?

A Yes, they are.

Q Do these units each conprise 80 acres?
A Yes, they do.

Q Does GeoMet own drilling rights in these

units?
Yes, sir, they do.
Are there any respondents |listed as unl eased
on Exhibit B to the application who should be dism ssed from
the application?
A No, sir, there aren't.

Q How was notice provided to the respondents
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on Exhibit B?
A By certified mail return receipt requested,

and by official publication.

Q Are there any unknown owners in this unit?
A No, sir, there are not.
Q Have these parties been...have attenpts been

made to contact these parties regarding entering into a
vol untary agreenent?

A Yes, sir, they have.

Q And have you filed proofs of publication and
mai |l certifications with regard to mailing with the Board?

A Yes, sir, we have.

Q Ckay. We've established again that GeoMet
is authorized to conduct business in Virginia, is that
correct?

A That is correct, sir.

Q And that they are registered wth the

Departnent of M nes, Mnerals and Energy?

A That is correct.

Q And that a bl anket bond has been filed?

A Yes, it has.

Q What | ease terns would be offered to these

unl eased parties for a coal bed net hane | ease?
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A Basically, $20 per acre bonus, one-eighth
royalty, five year primary termand five dollar per acre net
rental s.

Q And in your opinion, does this represent
reasonabl e and fair conpensation to be paid for a coal bed

met hane | ease?

A Yes, sir, it does.

Q VWat percentage of the coal estate does
GeoMet have under lease? | need to take themjust one at a
time.

A In the Rogers 167, they have 100% Rogers

168, they have 100% and Rogers 169, they have 100%

Q What percentage of the oil and gas estate
does CeoMet have under | ease?

A In the Rogers 167, they have an 85.45125%
Rogers 168, they have an 87.5% and in the Rogers 169, they
have an 81.62375%

Q Just for infornmation to the Board, is this
well to be drilled on what is known as the Rogers Tract No.
27

A Yes, sir, it is.

Q And as far as the percentages of ownership,

Rogers Tract No. 2 has an inconsistent ownership with regard
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to other Rogers tracts?

A
Q
A
Q

That is correct, sir.
Is that correct?
That is correct.

Wth regard to this unit...these units, iIs

there an escrow requirenent?

A
Q

Boar d?

> O >

Q
unl eased parties

A
Q

Yes, sir, there is.

And has an Exhibit E been provided to the

Yes, it has.

Revi sed Exhibit E, excuse ne.

That is correct.

Are you requesting the Board to pool the
i sted on Exhibit B?

Yes, sir, we are.

And are you requesting that GeoMet be naned

operator for this unit?

A

Yes, sir, we are.

TIM SCOTT: That's all the questions | have for

this w tness.

BENNY WAMPLER: Before you | eave, will he be the

witness that wll

you- --7?

testify about the subsequent plat that
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TIMSCOTT: As a matter of fact---.
A. Yes.

BENNY WAMPLER.  Way don't you just go ahead and

address that.

Q M. Patton, we have provided to the Board a
revised plat, an Exhibit A---.

A Yes, sir.

Q ---to reflect a different drilling |location

within the 80 acre unit, is that correct?

A That is correct, sir.

Q And why was that done?

A Basi cal | y, because of surface |ocations.

Q Were there any additional parties required

to be notified as a result of a relocation of this well bore?
A No, sir, the parties remain the sane.
Q And the interests are the sane as reflected

on Exhibit B?

A Yes, they are.
Q And Exhibit E?
A Yes, they are.
BENNY WAMPLER. | nay have a question. |'m not

sure.

TI M SCOTT: Yes, sir.
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BENNY WAMPLER:  You're not in the drilling w ndow

wi th B-44.

BOB W LSON: M. Chairman, we have received for the

permtting process an application for an exception to that
| ocation due to a coal owner request that the origina
| ocati on be noved.
A Yes, sir.
TIM SCOTT: Thank you.
BENNY WAMPLER:  Any ot her questions from nenbers of

t he Boar d?

MASON BRENT: Just to comment.

BENNY WAMPLER: M. Brent.

MASON BRENT: That's the first...in all these so

far, that's the first testinony we've had with regard to
Exhibit A | think it would be good to address those in the
future. Just give us sone testinony on well |ocation.

BENNY WAMPLER:  Yes.

MASON BRENT: \Whether they're in the drilling

wi ndow or not .

TIM SCOTT: Ckay. Actually, when these were
originally filed back in Novenber, the negotiations were
ongoing with Jewell Snokeless. So we certainly will do that.

BENNY WAMPLER:  Cal | your next w tness.
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TIM SCOTT: One thing we did, too, M. Chairman, if
it's acceptable to the Board, so that it doesn't cloud the
plat, we've actually decided for ny aging eyes to actually do
a tract identification exhibit to the plat if that's okay
with the Board. | think it looks a little bit easier to
follow al ong with.

BENNY WAMPLER:  Ckay.

JEFFERY HAROLD TAYLOR

DI RECT EXAM NATI ON

QUESTI ONS BY MR SCOITT:

Q M. Taylor, would you please state your
name?

A Jeffery Harold Tayl or.

Q And by whom are you enpl oyed?

A GeoMet Operating Conpany, | ncorporated.

Q Are you famliar with GeoMet's application
for these units that are now before the Board?

A Yes, | am

Q Are you famliar with the target depth for
each of these wells?

A Yes, | am

Q And woul d you pl ease tell us what those are
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for each of those?

A Vel 167 woul d be 1845 feet; well 168, 1967
feet; well 169 would be 1904 feet.

Q Wth regard to each of these wells, would
you tell us what the reserve estinates are?

A 167 woul d be between 632 mllion and 1.027
billion cubic feet; well 168 wll be between 627 mllion and
1.019 billion cubic feet; well 169 will be between 625
mllion and 1.015 billion cubic feet.

Q Has an aut horization for expenditure been
signed and provided to the Board with this application?

A Yes, it has.

Q Did you assist in the preparation of the
AFEs for each of these units?

A Yes, | did.

TIM SCOTT: Just as a point of clarification, do
you all not want us to testify as to dry hole cost, or do you
want us to revise Exhibit C?

BENNY WAMPLER. W need the dry hole cost and the

conpleted well.
TIM SCOTT: And then revise Exhibit C and submt it
to the Board?

BENNY WAMPLER:  Yes.
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TIM SCOIT: We'll be glad to do that.
Q Are you famliar with the well cost for

t hese units?

A Yes, | am
Q As to...and you can break these down, dry
hol e cost and conpleted cost for each of these, as well, if

you woul d?

A Ckay. The well 167 and 169, | wll use the
same dry hole cost of approximately $122,000; well 168, |
will use dry hole cost of $125, 000.

Q And what about the conpleted cost for each
of these wells?

A The conpl eted cost for 167 will be $325, 100;
and | think that will be the conpletion cost on 168 and 169,
as wel | .

Q Did you participate in preparing an AFE for
this particular well?

A Yes.

Q Ckay. Do each of these AFEs include a
charge for supervision?

Yes, they do.
Q A reasonabl e charge for supervision?

A Yes, they do.
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Q And in your opinion, would granting this
application be in the best interest of conservation,
protection of correlative rights and prevention of waste?

A Yes, it woul d.

TIM SCOIT: That's all the testinony.

BENNY WAMPLER:  Questions of this w tness, nenbers

of the Board? Let ne go back and ask regarding the
percent ages of unit | eased.
A Yes, sir.

BENNY WAMPLER: Are the percentages, any of them

changed fromwhat you have in your Exhibit B in the
application?

DONALD PATTON:  No, sir.

BENNY WAMPLER:  Then did you state what you want ed

pool ed of those?
TIM SCOTT: Yes, sir, | believe we did.
DONALD PATTON: We could restate that, if you'd

l'ike.
TI M SCOTT:  Yes.

DONALD PATTON: He's tal king about the unl eased

interest?
TIM SCOTT: Yes. \Wat percentage of the coal

estate would you |ike?
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DONALD PATTON: The coal estate, we have 100%

|l eased in all three wells.
TIM SCOTT: Then in the oil and gas estate.

DONALD PATTON: Then the oil and gas estate what we

have unl eased in the Rogers 167 is 18.54875% the Rogers 168,
12 ¥24 and the Rogers 169, 18.3765%

TIM SCOIT: And you're asking the Board to pool
t hese interests?

DONALD PATTON: Yes, sir, we are.

BENNY WAMPLER:  Thank you. Any ot her questions

from nenbers of the Board?

MASON BRENT: | have just one request.

BENNY WAMPLER: M. Brent.

MASON BRENT: On behalf of the intellectually

chal | enged such as nyself, in the future you anticipate to
conbi ne, or requesting that you conbi ne sone of these, it
woul d be hel pful if you could provide us with just a recap.

TIM SCOTT: |'mnot going to do anynore because |
get confused. 1'd rather just go through the lIitany over and
over again because |I'm nore confused than he was.

BENNY WAMPLER.  It's fine to do it, but if you do

the recap sheet, that is helpful.

TI M SCOTT: M. Patton is excell ent at
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spreadsheets, as he's shown you earlier today, so we'll do

that if we decide to do that

BENNY WAMPLER

in the future.

Anyt hing further?

(No audi bl e response.)

BENNY WAMPLER

TI M SCOTIT:

be approved.

l\by

BENNY WAMPLER

Do you have anything further?

sir.

Just ask that the application

Is there a notion?

JIM MINTYRE: Mdtion to approve, M. Chairnman.

MASON BRENT:

Second.

BENNY WAMPLER

di scussi on?

Mot

ion and second. Any further

(No audi bl e response.)

BENNY WAMPLER

yes.

All

in favor, signify by saying

(Al nmenbers say yes.)

BENNY WAMPLER

Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER

TI M SCOTT:

You have approval.

Thank you, sir.

BENNY WAMPLER

TI M SCOTT:

Mer

ry Christnas.

Sane to you.

BENNY WAMPLER

The last itemon the agenda is the
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Novenber m nutes. You were handed those earlier today. If
there's any discussion or corrections; otherwise, |'l
entertain a notion to approve.

Bl LL HARRI S: | have m nutes dated Cctober

BENNY WAMPLER: We handed you out---.

BILL HARRIS: | nust have---. Well, | guess | do.

MASON BRENT: M. Chairman, | know M. Harris is

reading the m nutes, but since he wasn't here the |ast
nmeeting he can't make a notion, | nake a notion we approve
t hem

BENNY WAMPLER: | have a notion to approve. |Is

there a second?

DONALD RATLI FF: Second.

BENNY WAMPLER:  Mbtion and second. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor, signify by saying yes.

(Al nmenbers say yes.)
BENNY WAMPLER.  Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER:  Thank you all very much. Merry

Chri st nas.
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STATE OF VIRAG NI A,
COUNTY OF BUCHANAN, to-wit:

|, Sonya Mchelle Brown, Court Reporter and Notary
Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by nme on a tape recording
machi ne and | ater transcri bed under ny supervi sion.

G ven under ny hand and seal on this the 12th day

of January, 2004.

NOTARY PUBLI C

My conmm ssion expires: August 31, 2005.
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